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America and Europe 


A Constructive Proposal 


HE failure of our recent official attempt to help in the settle- 

ment of Europe’s difficulties will be interpreted in different 

ways. By some it will be received as convincing proof of the 
recalcitrancy of the French, by others as evidence of bungling on 
our own part. Whichever of these views may be right, the fact 
remains that we have not thus far been able to do anything effective 
in composing the much-mixed situation across the Atlantic. 

Those who have studied the latest notes of the French 
Government dealing with this subject must have observed that, on 
several occasions, M. Poincaré has betrayed no small amount of 
irritation. He no doubt feels that, so far as the United States is 
concerned, we had an opportunity to show our willingness 
to co-operate in making the Armistice terms effective by signing 
and ratifying the Treaty of Versailles. We also had a chance to 
take up our share of the political burdens of Kurope and the world 
by joining the League of Nations. In the belief that we would 
ratify the Treaty and join the League, or make a joint arrangement 
with Great Britain and France for the protection of the latter 
country, France yielded some of the precautions she considered 
necessary for her security. 

The United States, whose principal representative at Paris had 
played a leading part in framing the Treaty and the League 
covenant, failed to ratify either agreement or to enter into a joint 
arrangement for the protection of France. This course was 
overwhelmingly approved in the Presidential election of 1920, and 
we must conclude from this fact that the American people wanted 
neither the League nor the Treaty, nor an alliance with France and 
Great Britain. There is no marked indication, as yet, of a change 
of opinion in regard to these important matters. Possibly such a 
change can not be expected until something happens in Europe 
which will react unfavorably upon business in this country. Then we 
nay wake up to the fact that our interests in Europe are really 
worthy of serious attention. A high state of domestic prosperity 
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at present renders us more or less insensible to political and economic 
disturbances in other parts of the world. 

In considering our course with regard to Europe, it must not 
be forgotten that party politics and the personal unpopularity of 
Mr. Wilson rather tended to obscure the real merits of the issues. 
It is a well-recognized fact that Mr. Wilson had lost popularity, 
even among his party associates, by what many regarded as a 
tactless handling of his European policy. ‘The question arises as to 
whether or not different leadership would have had different results. 
Had President Harding lived we might have had the opportunity 
of getting an answer to this question, for he was trying to persuade 
the people to approve the plan for a World Court of Justice, and had 
even hinted at “an association of nations.” 

An attempt to join in the work of helping to unravel the tangle 
in Europe has just been made, and with results which we all know. 
Mr. Hughes, in the effort referred to, declared that in order to 
prevent economic disaster in Europe, of world-wide consequences, 
it was imperative that a suitable financial plan be evolved. 

He found out, with little delay, that something more than a 
“financial plan” was needed to compose European differences. 

The fact is, if we really wish to do anything effective in Europe, 
we must abandon the half-hearted policy we have been following 
for several years. Above all, we must look the situation squarely 
in the face. We must realize the magnitude of the task and its true 
character. Ultimately a financial plan of some sort will be needed. 
But the first thing is to recognize that the job is political, rather 
than economic. 

It will be said that, even admitting this, we do not. want to mix 
in the politics of Europe. We can not act as the arbiter of affairs 
over there, and much less can we dictate policies to Europe. 

As to the first of these objections, we mixed in European politics 
when we went into the war. We changed the map of Europe, or 
at least materially heiped in doing so, and completely upset the 
alignments on which European political relations had for centuries 
been fixed. Nobody proposes or expects that we shall act either as 
arbiters or dictators to Europe. That is a part we do not wish to 
play. 

But the United States of America has vast power, which is 
both economic and moral in character. This power might have been 
made effective in helping to solve some of the grave problems 
which are now developing towards a serious culmination with 
possible world-wide effects of an appalling character. It has not 
been so used. Our participation in the various conferences since 
the Treaty of Versailles has been weak and ineffective. We have 
lacked a definite policy. On one thing we have insisted, that 
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we should be paid back what Europe owes us. We have not 
been willing effectively to help in getting from Germany the 
reparations which would make those payments possible. 

It will not do to attempt to hold M. Poincaré responsible for the 
present situation. He has, true enough, pursued an inflexible 
policy, and one whose wisdom and practical results have not always 
been readily apparent even to the best friends of France. But 
because we have remained on the outside of this contest we have 
failed to exercise the restraining influence on his policies that we 
might have exercised had we remained by his side, with Great 
Britain as a member of this triumvirate. To say that, thus taking 
up our responsibilities, we could not have exercised a vast and 
perhaps controlling influence in modifying the European situation, 
is to belittle the moral, financial and political power of the United 
States. 

The great power we undoubtedly possess has been used with 
such lukewarmness and timidity as to rob it of all effectiveness. 

We might as well realize this fact, and honestly admit it. And 
we have got to realize, also, that fundamentally this is a political 
job. Notwithstanding the progress of self-deception, we do not 
make a thing something else by calling it so. It is difficult to 
understand how anyone could imagine that “a financial plan” is 
what Europe needs at the present moment. The trouble is too 
deep-seated to be helped by so superficial a remedy. 

The League of Nations was an ideal device of untimely birth. 
It came to life in an atmosphere of discord and vindictiveness that 
made its effective functioning impossible. Whatever service it may 
be able to contribute toward composing international difficulties 
belongs to a distant future when the passions of the late war have 
cooled, and when the human family shall begin to fashion its 
relations upon a basis of justice. An early realization of this ideal 
condition must be deemed impracticable, however fondly it may be 
cherished as a desirable goal ultimately to be reached. 

The United States acted wisely in keeping out of the League 
of Nations. It did not act with equal wisdom in refusing to stand 
by the side of France and Great Britain in making peace an 
actuality. 

Chaos in Europe is directly due to the fact that the Allies have 
not stood together in peace as they did in war. For this lack of unity 
very heavy share of responsibility must be placed upon the 
shoulders of the American people. 

If our statesmen had shown the courage in peace that our 
soldiers did in war, Europe would have been pacified long before 
how. 

But nothing is to be gained by scolding, by lamenting over what 
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might have been. ‘The question is: Can we do anything now, and 
if so, what? 

The late President Harding favored the World Court of Justice. 
Secretary Hughes has also given it his support. President Coolidge 
approved it in his recent message to Congress. 

It is respectfully but firmly urged that an essential preliminary 
to the establishment of a tribunal of this character is the formulation 
of a well-recognized code of international law. Nobody supposes 
that the finest flouring-mill that could be built would be of any use 
without wheat to grind. And a world court, in the absence of a 
properly defined code of international law, will be an equally 
superfluous piece of machinery. 

Before a court of this sort can help effectually in improving 
international relations, the principles upon which such relations are 
to be based, and the rules by which they are to be applied, must be 
first established. 

Not a League of Nations, nor a World Court of Justice—nor 
any other form of international mechanism—will provide the 
remedy we are seeking. 

First, the nations of the world—those of them at least that mean 
to be governed by the laws of civilization—must make up their 
minds that, so far as is now practicable, they wish to reduce the 
causes of war. 

With this purpose in view, the most representative men of such 
nations should assemble in a plenary conference, preferably to be 
held at Washington, where it would be free from the discordant 
influences that prevail in so many of the capitals of Europe, and 
deliberate as long as may be necessary to formulate a code of 
international law by which the nations represented would solemnly 
engage themselves to be governed in their relations with one 
another. 

The agenda of this conference should be so prepared as to exclude 
consideration of those matters upon which present agreement is 
hopeless. 

As a corollary of such a code thus established, a World Court of 
Justice would follow, and since moral opinion alone can not be 
relied on to enforce court decrees, some kind of international 
authority to make the World Court’s decisions effective would be 
required. 

We might call this an Association of Nations, or something else, 
or nothing at all. It would, in fact, represent a practical step in 
the work of getting the nations together to deliberate upon things 
about which they can agree, and to carry out the result of these 
deliberations. 

A careful study of the proceedings of the meetings of the 
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International Chamber of Commerce held at London in 1921, and at 
Rome in 1923, will show that there are numerous matters of great 
importance in the business world about which men can confer and 
agree on sound conclusions. It is believed that the field of 
international political relations offers an even larger opportunity 
for constructive work. 

The suggestion is therefore submitted that a plenary interna- 
tional conference be summoned to meet at Washington, to establish 
a code of international law, and to provide for a World Court of 
Justice, whose decisions are to be enforced in the manner agreed 
on by the conference. 

Such a conference would not settle everything, but it would 
constitute an important step toward the restoration of peace. 

It is surmised that the representatives at the conference would 
be astonished to discover that they agreed on so many things and 
differed on so few. 

By limiting the scope of the agenda to a few matters of first- 
rate importance, the probability of satisfactory results would be 
increased. 

At some time the nations of the world will be compelled to 
assemble for the purpose indicated. If eventually, why not now? 


& 


‘ , , 
President Coolidge’s Message 

' HAT portion of the President’s annual message to Congress 
which will meet the heartiest response from the business 
community will be found in the recommendations dealing with 
finance and taxation. Respecting these matters, the President says: 


“Our main problems are domestic problems. Financial 
stability is the first requisite of sound government. We cannot 
escape the effect of world conditions. We cannot avoid the inevitable 
results of the economic disorders which have reached all nations. 
But we shall diminish their harm to us in proportion as we continue 
to restore our Government finances to a secure and endurable 
position. This we can and must do. Upon that firm foundation 
rests the only hope of progress and prosperity. From that source 
must come relief for the people. 

“This is being accomplished by a drastic but orderly retrench- 
ment, which is bringing our expenses within our means. The 
origin of this has been the determination of the American people, 
the main support has been the courage of those in authority, and 
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the effective method has been the budget system. The result has 
involved real sacrifice by department heads, but it has been made 
without flinching. This system is a law of the Congress. It 
represents your will. It must be maintained, and ought to be 
strengthened by the example of your observance. Without a budget 
system there can be no fixed responsibility and no constructive 
scientific economy. 

“This great concentration of effort by the Administration and 
Congress has brought the expenditures, exclusive of the self- 
supporting Post Office Department, down to $3,000,000,000. It is 
possible, in consequence, to make a large reduction in the taxes of 
the people, which is the sole object of all curtailment. 

“This is treated at greater length in the budget message, and a 
proposed plan has been presented in detail in a statement by the 
Secretary of the Treasury which has my unqualified approval. I 
especially commend a decrease on earned incomes, and further 
abolition of admission, message, and nuisance taxes. The 
amusement and educational value of moving pictures ought not to 
be taxed. Diminishing charges against moderate incomes from 
investment will afford immense relief, while a revision of the 
surtaxes will not only provide additional money for capital 
investment, thus stimulating industry and employing more labor, 
but will not greatly reduce the revenue from that source, and may 
in the future actually increase it. 

“Being opposed to war taxes in time of peace, I am not in favor 
of excess-profits taxes. A very great service could be rendered 
through immediate enactment of legislation relieving the people of 
some of the burden of taxation. To reduce war taxes is to give 
every home a better chance. 

“For seven years the people have borne with uncomplaining 
courage the tremendous burden of national and local taxation. These 
must both be reduced. The taxes of the nation must be reduced 
now as much as prudence will permit, and expenditures must be 
reduced accordingly. High taxes reach everywhere and burden 
everybody. ‘They bear most heavily upon the poor. They diminish 
industry and commerce. They make agriculture unprofitable. They 
increase the rates on transportation. They are a charge on every 
necessary of life. 

“Of all services which the Congress can render to the country, 
I have no hestitation in declaring this one to be paramount. To 
neglect it, to postpone it, to obstruct it by unsound proposals, is to 
become unworthy of public confidence and untrue to public trust. 
The country wants this measure to have the right of way over all 
others. 

“Another reform which is urgent in our fiscal system is the 
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abolition of the right to issue tax-exempt securities. The existing 
system not only permits a large amount of the wealth of the nation 
to escape its just burden but acts as a continual stimulant to 
municipal extravagance. This should be prohibited by constitutional 
amendment. All the wealth of the nation ought to contribute its fair 
share to the expenses of the nation.” 


While favoring generous treatment of disabled veterans, the 
President does not favor the granting of a bonus. 

In regard to the foreign debts due to this country, the President 
says: 

“The current debt and interest due from foreign govern- 
ments, exclusive of the British debt of $4,600,000,000, is about 
$7.200,000,000. I do not favor the cancellation of this debt, but I 
see no objection to adjusting it in accordance with the principle 
adopted for the British debt. Our country would not wish to assume 
the role of an oppressive creditor, but would maintain the principle 
that financial obligations between nations are likewise moral 
obligations which international faith and honor require should be 
discharged. 

“Our Government has a liquidated claim against Germany for 
the expense of the army of occupation of over $255,000,000. 
Besides this, the Mixed Claims Commission have before them about 
12,500 claims of American citizens, aggregating about $1,225,000,- 
000. ‘These claims have already been reduced by a recent decision, 
but there are valid claims reaching well toward $500,000,000. Our 
thousands of citizens with credits due them of hundreds of millions 
of dollars have no redress save in the action of our Government. 
These are very substantial interests, which it is the duty of our 
Government to protect as best it can. That course I propose to 
pursue. 

“It is for these reasons that we have a direct interest in the 
economic recovery of Europe. They are enlarged by our desire for 
the stability of civilization and the welfare of humanity. That we 
are making sacrifices to that end none can deny. Our deferred 
interest alone amounts to a million dollars every day. But recently 
we offered to aid with our advice and counsel. We have reiterated 
our desire to see France paid and Germany revived. We have 
proposed disarmament. We have earnestly sought to compose 
differences and restore peace. We shall persevere in well-doing, not 
hy foree, but by reason.” 

The position of the President regarding the foreign policy 
which America should follow is thus stated: 


“Our country has one cardinal principle to maintain in its 
foreign policy. It is an American principle. It must be an 
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American policy. We attend to our own affairs, conserve our own 
strength, and protect the interests of our own citizens; but we 
recognize thoroughly our obligation to help others, reserving to the 
decision of our own judgment the time, the place and the method. 
We realize the common bond of humanity. We know the 
inescapable law of service. 

“Our country has definitely refused to adopt and ratify the 
Covenant of the League of Nations. We have not felt warranted 
in assuming the responsibilities which its members have assumed. 
I am not proposing any change in this policy; neither is the Senate. 
The incident, so far as we are concerned, is closed. 

“The League exists as a foreign agency. We hope it will be 
helpful. But the United States sees no reason to limit its own 
freedom and independence of action by joining it. We shall do 
well to recognize this basic fact in all national affairs and govern 
ourselves accordingly. 

“Our foreign policy has always been guided by two principles. 
The one is the avoidance of permanent political alliances which 
would sacrifice our proper independence. The other is the peaceful 
settlement of controversies between nations. By example and by 
treaty we have advocated arbitration. For nearly twenty-five years 
we have been a member of The Hague Tribunal, and have long 
sought the creation of a permanent World Court of Justice. I am 
in full accord with both of these policies. I favor the establishment 
of such a court intended to include the whole world. That is, and 
has long been, an American policy. 

“Pending before the Senate is a proposal that this Government 
give its support to the Permanent Court of International Justice, 
which is a new and somewhat different plan. This is not a partisan 
question. It should not assume an artificial importance. The court 
is merely a convenient instrument of adjustment to which we could 
go, but to which we could not be brought. It should be discussed 
with entire candor, not by a political but by a judicial method, 
without pressure and without prejudice. Partisanship has no 
place in our foreign relations. 

- “As I wish to see a court established, and as the proposal 
presents the only practical plan on which many nations have ever 
agreed, though it may not meet every desire, I therefore commend 
it to the favorable consideration of the Senate, with the proposed 
reservations clearly indicating our refusal to adhere to the League 
of Nations.” 

It will be a notable achievement in the direction of maintaining 
peace if the President can carry the people with him in favor of the 
Permanent Court of International Justice, and a still greater 
achievement in that direction if, as a preliminary to the establishment 
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of such a court, he could get the nations of the world together to 
agree on a code of international law. This would be a decided 
step in the direction of substituting law and reason for force in 
settling international differences, and one which might be taken 
without any sacrifice of our national sovereignty. 


& 


Some Recent Views on Our Foreign Policy 


ESPITE the intense interest in domestic problems, the 
foreign policy of the United States, particularly as it relates 
to affairs in Europe, still engages the close attention of many 

of our people. Some recent comments on this policy deserve wide 
publicity and more than a passing consideration. The first of these 
comments in importance may be found in an address delivered by 
Secretary Hughes before the American Academy of Political and 
Social Science in Philadelphia at the close of November. Mr. 
Hughes made a masterly presentation of the Monroe Doctrine, 
and incidentally dealt with our relations to Kurope. What he said 
is of sufficient importance to be quoted at length, as is done below: 


“We desire peace and economic recuperation in Europe. We 
contributed our arms in the interest of liberty and to destroy the 
menace of an autocratic power, but not to secure the economic 
prostration of a vanquished people. We have the deepest sympathy 
with the people of France; we warmly cherish their ancient 
friendship. We desire to see France prosperous and secure, with 
her wounds healed and her just demands satisfied. 

“We desire to see a united and prosperous Germany, with a will 
to peace, making amends to the full extent of her power, and 
obtaining the appropriate rewards of her labor and skill. 

“We wish to see an end to the waste of military efforts and the 
easing of the burdens of unproductive expenditures. We wish to 
see the fires of hatred quenched. It is because of these earnest 
desires that we have hoped, as was stated in the recent 
communication to the British Government, that the solution of the 
present grave problems would be sought in fair and comprehensive 
inquiry in which all interested might participate and which would 
be inspired by the determination to find means to restore the 
productive activities through which alone reparations can be paid, 
aud to give opportunity for the reasonable contentment and 
ainicable relations of industrious peoples, through which alone peace 
aud security can be assured. 

“The bitter controversy which followed the war showed with 
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what tenacity we still hold to the principle of not meddling in the 
political strife of Europe. It is true that the spread of democratic 
ideas and the resulting change in governments have removed the 
danger of organized effort to extend to this continent the Kuropean 
‘political systems’ of 100 vears ago. But Kurope still has ‘a set of 
primary interests’ which are not ours. As Washington said: 

“She must be engaged in political controversies the causes of 
which are essentially foreign to our concern.’ 

“Unity in war did not avail to change the divergent national 
aims and policies in peace. It is not that our interests may not be 
affected injuriously by such controversies. That was true in the 
days of Washington, Jefferson and Monroe; indeed, the effect of 
changes and developments is that we are far better able to bear such 
injuries today than we were then, as is sufficiently illustrated by our 
sufferings during the Napoleonic Wars. 

“But it was, despite such injuries, the abiding conviction that 
we had better bear these ills than suffer the greater evils which 
would follow the sacrifice of our independent position. 

“We still hold to that view. The preponderant thought among 
us undoubtedly is that our influence would not be increased by 
pooling it. The influence that is due to our detachment and 
impartiality could not long be maintained if we should substitute the 
role of a partisan in Kuropean quarrels; and the constant efforts 
of propagandists have brought vividly before us the fact that where 
the direct American interest is not clearly perceived, foreign 
controversies afford abundant opportunity for the play among 
us of intense racial feeling. 

“What was true in Monroe’s day is even more true today in 
view of our vast population drawn from many countries and 
reproducing here the conflicts of European interests. It is not to 
our interest to adopt a policy by which we would create or intensify 
divisions at home witheut healing divisions abroad. And it must 
be always remembered that the moral force of our expressions 
depends upon the degree of the preponderance of the sentiment 
behind them. Each group intent upon the assertion of its own 
demands forgets the equal insistence of others. But when all is 
said there is still no doubt of our desire to be helpful in every 
practicable way consistent with our independence and general aims. 
We have poured out our wealth without stint both in charity and 
investment and the important productive enterprises undertaken 
abroad since the war have been supported by American capital. 
The difficulties which beset Europe have their causes within Europe 
and not in any act or policy of ours.” 


A great deal of the foregoing must be classed as mere idealism, 
and all such expressions, in the absence of the employment of 
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practical and effective means to carry them out, are to be received 
with scant respect. 

In the beginning of the above quotation, Mr. Hughes deciares 
that “We desire to see France prosperous and secure,” but omitted 
to state that we had failed in approving the one measure that would 
have made this security actual, and not a mere rhetorical expression. 

What he says about Germany is open to the same objection. 
“We desire to see,” he says, “a united and prosperous Germany, 
with a will to peace, making amends to the full extent of her power, 
and obtaining the appropriate rewards of her labor and skill.” He 
presented no arguments or facts as to how this German “will to 
peace” was to be brought about. Surely he can not think that such 
a desirable end can be reached by the mere employment of sonorous 
phrases. We had the opportunity of participating with Great 
Britain and France in making this “will to peace” on the part of 
Germany a reality, but this opportunity was rejected. Mr. Hughes 
thinks we were right in doing so. He feels that we could not take 
part in the European controversy without becoming a partisan of 
one side or the other; but it might have been our higher privilege to 
have modified extreme views and measures. Anyway, nations and 
individuals have to choose, in great emergencies, between the side 
that is right and that which is wrong. Why do we hesitate? 

There is one statement in Mr. Hughes’ address that may well 
be challenged. It is this: “It is not to our interest to adopt a 
policy by which we would create or intensify divisions at home 
without healing divisions abroad.” He prefaced this declaration by 
a reference to “our vast population drawn from many countries and 
reproducing here the conflict of Kuropean interests.” It is sufficient 
to say that no such considerations prevented us from entering the 
war. Why, then, should they keep us out of the peace, or of taking 
the only means to make the war justifiable? 

Our policies toward Europe are thus summarized by Mr. 
Hughes: 

“We are still opposed to alliances. We refuse to commit 
ourselves in advance with respect to the employment of the power 
of the United States in unknown contingencies. We reserve our 
judgment to act upon occasion as our sense of duty permits. We 
are opposed to discriminations against our nationals. We ask fair 
and equal opportunities in mandated territories, as they were 
acquired by the Allies through our aid. We desire to co-operate 
according to our historic policy in the peaceful settlement of 
mternational disputes, which embraces the policy of judicial 
settlement of such questions as are justiciable. 

“It is our purpose to co-operate in those varied humanitarian 
efforts which aim to minimize or prevent those evils which can be 
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met adequately only by community of action. For example, we 
are at this moment leading in the effort to put a stop to the abuse 
of narcotic drugs. We strongly support, as our recent action has 
shown, international conferences where the conditions are such that 
they afford an instrumentality for the adjustment of differences 
and the formulation of useful conventions. 

“We seek to aid in the re-establishment of sound economic 
conditions. In short, our co-operation as an independent state in 
the furtherance of the aims of peace and justice has always been 
and still is a distinctive feature of our policy.” 


Senator Hiram Johnson of California, in his first manifesto 
issued after declaring himself a candidate for the Presidency, 
favored a policy of even greater aloofness from European affairs 
than Mr. Hughes advocates. The Senator says: 


“Tt is humiliating that we can not speak our mind save with 
the consent of other nations or in conjunction with them. 
* * * Qur position in the world is such, our financial and 
potential power so great, that our utterance would be of supreme 
importance. Throw it into conference, where there are no morals, 
where it is in helpless minority, and it is lost.” 

His views imply that political morality does not exist outside the 
United States. He seems, also, to have forgotten that in one 
conference — the Washington Disarmament Conference -— our 
utterance was far from lost. 

From another source we learn that it is nonsense to assert that 
we are maintaining a policy of isolation with respect to Europe, 
and that “‘we fail utterly and even ridiculously in the first moral 
obligation to be intelligent if we listen to those who say that 
America is standing apart from the affairs of the world.” This 
information appears in a recent address in New York by Richard 
Washburn Child, American Ambassador to Italy. Mr. Child 
expands his views along this line at considerable length, saying 
that “America is doing its duty to the utmost,” and that “at no 
time in our history has our opinion been more potent in the world.” 
He concludes by asking this question, which sounds almost as if it 
had been copied from the Philadelphia speech of Mr. Hughes: 
“What would be the terrible costs to the internal peace of our 
country if, without utter necessity, we go adventuring on one side 
or another in conflicts between nations whose racial representation 
in our own citizenship might tear us apart in our own household?” 

These opinions fail to afford a statesmanlike revelation of 
America’s obligation in helping to bring relief to a distressed world, 
but they do reveal the fact that a Presidential election is impending 
in the United States, and that there are those who now are much 
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more regardful of the votes of Americans with hyphens in their 
names than all of us were on April 6, 1917, when a certain dramatic 
event was staged in the Congress of the United States. 


& 


Annual Report on the Finances 


ERHAPS the most striking feature in Secretary Mellon’s 
Annual Report on the Finances is his recommendation for 
the reduction of taxation, and as this was published in the 

form of a letter to the Chairman of the Ways and Means Committee 
prior to the issuing of the annual report, it deprives the latter of 
that much interest. But there are many other features of this 
comprehensive and carefully-prepared report which will well repay 
reading and study by those who are interested in American finance. 

Notw ithstanding the unfavorable outlook at the beginning of 
the fiscal year 1923, the Treasury was able to balance the budget 
and close the vear with a surplus of $309,657,460, on the basis of 
daily Treasury statements. Total ordinary receipts for the year 
amounted to $4,007,135,480, while total expenditures chargeable 
against ordinary receipts amounted to $3,697,478,020. Customs 
receipts during the year were much larger than for any previous 
year in the history of the Government, aggregating $561,928,867, 
as compared with $356,443,387 during the fiscal year 1922, the 
previous high record. Income and profits tax receipts also exceeded 
expectations, aggregating $1,678,607,428, while miscellaneous 
internal-revenue receipts amounted to $945,865,333. 

While substantial savings were made in the general expenditures 
of the Government, the greater part of the reduction in 
expenditures was due to the fact that the Shipping Board and 
Emergency Fleet Corporation, and operations under the Railroad 
Administration and the transportation act of 1920 as amended, did 
not call for the amount of expenditures originally estimated. Of 
the total expenditures, $402,850,491 were on account of the sinking 
fund and other debt retirements chargeable against ordinary 
receipts. This means that the public debt has been reduced during 
the year by $402,850,491 out of the ordinary budget. A further 
reduction of $210,823,852 was accomplished out of the surplus, 
making the total debt reduction for the year $613,674,343. The 
balance in the general fund of the Treasury at the end of the year 
stood at $370, 939, 121, as compared with $272,105,513 on June 30, 
1922, an increase of $98, 833,608. 

The United States Government is thus firmly established on the 
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basis of balancing its budget each year, current receipts against 
current expenditures including the sinking fund and all other fixed 
debt charges. 

For the fiscal year 1924, the receipts are estimated at 
$5,002,561,112, and expenditures $5,102,561,088. 

Secretary Mellon, after reporting on present generally 
satisfactory business conditions, reviews some of our recent financial 
history, and presents his views as to the future. 

“The crisis of 1921,” he says, “was one of the most severe this 
country has ever experienced, due to the fact that the conditions 
were world-wide, with trade everywhere dislocated and industry in 
distress. This state of affairs was the natural outcome of the World 
War and the social disturbances and international controversies 
which ensued. Not in the history of the modern world, since the 
countries have become in high degree mutually dependent, has such 
a state of confusion been known. The conditions were unprecedented 
and, therefore, the uncertainties were many and contributed to a 
state of alarm and demoralization. Out of these conditions this 
country in the last two years has made a remarkable recovery, and 
one which should inspire confidence for the future. It has been 
made evident that with fairly balanced relations between our own 
industries this country may enjoy a good degree of prosperity even 
when very unsatisfactory conditions prevail abroad. Never before 
has so rapid a recovery been made from a major crisis. It is true 
that the recovery has not been uniform in all the industries and that 
the ideal equality of purchasing power which is the condition of full 
prosperity has not been attained. The farmers as a class are below 
the workers of the other industries in purchasing power, partly 
because farm products always have formed our chief exports and 
partly because the war itself created a deficit in certain classes of 
construction work, and thus supplied the basis of this industrial 
revival. All signs go to show, however, that agriculture is regaining 
its position. The surplus of the leading crops this year is 
comparatively small, and with further readjustments, together with 
the steady growth of population which has added about 13,000,000 
to our numbers since the war began, it may be confidently expected 
that agriculture will soon secure that fair share of the general 
prosperity which all desire it to have. 

“In looking forward to 1924 it appears that the factors which 
have been most influential in the revival that has taken place are 
likely to remain effective, at least in considerable degree. It may 
be that the country will not build as many dwelling houses or freight 
‘ars as in 1923, but there is reason to believe that much construction 
work is under consideration and with stable conditions will go 
forward. The attitude and circumstances of the railroads will be an 
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important factor in the situation. They are large consumers 
ordinarily of iron, steel, and all construction materials, and they 
have not made up in one year the accumulated deficit in construction 
since the beginning of the war.” 


& 


Secretary Hoover’s Annual Report 


HE present trend of business development in the United States 

lends exceptional interest to the Annual Report of the 

Secretary of Commerce which Mr. Hoover recently submitted 
to the President for transmission to Congress. At the outset of the 
report, the following favorable picture of the business situation 
appears: 

“The fiscal year (July 1922 to June 1923) was marked by a 
complete recovery from the great slump of 1921 in all branches of 
industry save agriculture, and even in agriculture there was some 
improvement. ‘This recovery has found a special impetus in the 
activity of building, railway, and other types of construction 
resulting from postponement during the war. It spread, however, 
to industry in general, so that the continuance of business activity 
is not dependent upon the maintenance of an equal measure of 
huilding construction hereafter. 

“The best measure of economic prosperity in industries other 
than agriculture is the volume of production and transportation. 
In these industries large production follows from active demand 
and may readily be coincident with advancing prices. Agricultural 
production is subject to decidedly different influences, as the prices 
for its major products are dominated by the European situation 
instead of our domestic needs, although full employment in this 
country at good wages has distinctly increased consumption, 
particularly of animal products. 

“The marked improvement in industrial activity is clearly 
brought out by the index numbers in the table of statistics. Although 
the latter part of the previous fiscal year already showed a decided 
upward movement, the manufacturing production of 1922-23 was 
nearly 25 per cent. greater than that of the preceding twelve months. 
As compared with the bottom point of the slump, it showed an 
increase of more than 40 per cent. Production of minerals, forest 
products, and electric power, and construction of buildings, showed 
approximately similar increases. The railroads hauled over one- 
fi‘th more freight (ton-miles) in 1922-23 than in the preceding 
fiscal year. All these indexes of economic activity for the fiscal 
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year stood materially higher than during the very prosperous year 
1919.” 
The course of prices is thus defined by Secretary Hoover: 


“The business of 1922-23 was conducted on a distinctly higher 
level of prices than that of the preceding fiscal year, though the 
level is still, as unquestionably it should be for the best public 
interest, far lower than during the inflation of the war and the 
postwar boom. In general, there has been no feverish boosting of 
prices. Average wholesale prices during the fiscal year were 10 
per cent. higher than in 1921-22, 56 per cent. higher than in 1918, 
but 37 per cent. lower than at the peak of the postwar boom, in May, 
1920. There was comparatively little fluctuation in the general 
level during the course of the fiscal year, the higher average resulting 
chiefly from the rather rapid increase which had taken place in the 
first half of the calendar year 1922. The general wholesale price 
index varied only from 155 in July, 1922, to 159 in April, 1923, and 
down to 153 in June. The higher level of wholesale prices during 








the fiscal year was shared by every group of commodities—not 
necessarily, of course, by every individual commodity—including 


farm products and foods. 

“Retail prices, as usual, lagged behind wholesale. The average 
price for retail food was a little lower in the fiscal year than in the 
preceding one. A slight advance, however, set in during the summer 
of 1923. This situation of a moderate increase in wholesale prices, 
accompanied by stationary retail prices, gave stimulus to industry.” 

While stating that the situation in certain branches of 
agriculture continues unsatisfactory, the Secretary says that in most 
instances a decided improvement has taken place, and that by no 
means all branches of agriculture are suffering. 

“The fall in the prices of most major agricultural products after 
the boom was exceedingly violent—some fell even below pre-war 
levels. ‘Taking all important agricultural products together— 
including some showing much less decline—the wholesale price index 
as compared with a pre-war base taken at 100, fell from 247 in 
January, 1920, to 114 in June, 1921, while all other commodities 
(including manufactured foods which are much affected by 
farmers’ prices) fell from the same maximum to a minimum of 154. 
A considerable advance in the average prices of farm products 
began early in 1922. The average index for the fiscal year under 
review was 139, or 10 per cent. higher than the average for the 
preceding fiscal year and more than 20 per cent. higher than the 
minimum above mentioned. The advance was greater than that in 
other commodities, but as compared with normal pre-war ratios 
farm-product prices were still relatively a good deal lower than the 
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average prices for other goods. The index for July, 1923, was the 
same as that for the July preceding. Wheat and hogs were 
exceptions, the prices averaging lower in 1922-23 than in the 
preceding year and lower at the end than at the beginning of the 
year. Cotton and corn have advanced materially. 

“Unlike manufacturing and mining products, changes in volume 
of production on farms often do not reflect parallel changes in the 
prosperity of the agricultural community. The demand for most 
farm products is far less elastic than for most other products. In 
any case agricultural production can not adapt itself rapidly to 
changes in demand. The area planted to all crops combined in the 
United States has shown only insignificant variations in recent 
years, although standing about 10 per cent. higher than before the 
war. Most individual crops also show little variation in acreage, 
although there has been a material decline in wheat acreage since 
1919 and although cotton acreage shows a considerable increase 
in 1923 over 1922. Naturally the farmer can not suddenly change 
either his aggregate plantings or the proportion planted to the 
different crops. Short-time variations in crop production are due 
more to weather conditions than to human will. 

“Again, while large production and advancing prices are likely 
to go hand in hand in the case of manufacturing and mining 
industries, the opposite more frequently occurs in agriculture. In 
the case of several of the important agricultural products the prices 
are much more dependent upon conditions abroad, especially in 
Europe, than in the case of most manufactured and mineral 
products. A conspicuous illustration is the fact that the prosperity 
of the United States during the past year or two has meant only a 
moderate increase in domestic demand for wheat, so that its price 
has been primarily dependent upon the foreign market. 

“The situation in most branches of agriculture seems to be 
gradually adjusting itself. The partial recovery in foreign demand 
for cotton has permitted a higher price for the crop of 1923 than 
for that of 1922, in spite of an increase of 14 per cent. in acreage 
and an appreciable increase in production. While the prices of hogs 
have been somewhat lower of late, the relatively high prices of corn, 
which is chiefly fed to livestock, seem to indicate confidence of cattle 
and hog raisers in the future. The dairy industry in general is 
prospering, the demand for dairy products varying more than that 
for most other agricultural products with general movements of 
prosperity and depression in industry. As for wheat, which is more 
(lependent on foreign markets than any other agricultural product 
and which is subject to greatly increased competition from Canada 
and other foreign countries, it seems necessary gradually to reduce 


acreage. Wheat planting had been stimulated during the war more 
3 
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than that of any other crop, increasing to a maximum over 50 per 
cent. higher than the average for 1909-1913. The acreage planted 
in 1923, though one-eighth less than in the year preceding, was still 
about 15 per cent. above that before the war. With the gradual 
erowth of domestic consumption, due chiefly to increase in 
population, the output of the pre-war acreage could at present 
practically all be consumed in our own country.” 

Secretary Hoover is in a position that enables him to speak with 
authority in reference to the influence of the European situation 
on the prices of agricultural products in America, and in what is 
said above he speaks with equal truth and frankness. His clear 
statement should help to a better understanding of our agricultural 
position, and to a realization of the fact that its improvement 
depends, to a large extent, upon European recovery. In another 
part of his report the Secretary says that Europe takes 80 per cent. 
of our agricultural shipments. 

The Secretary of Commerce finds our foreign trade in good 
condition. He says: 

“Both the export and the import trade of the United States 
during the fiscal year were in an essentially healthy condition, with 
the improvement begun in the latter part of the preceding fiscal 
vear continuing in export trade, and with a continuation of the 
upward trend in the value of imports which had been evident 
throughout the whole of 1921-22. The year marked a closer balance 
between merchandise exports and imports, a balance more in keeping 
with our international position, than any year since 1896. 

“Compared with the foreign trade of other countries, that of 
the United States is in a very favorable position. The total gold 
value of the exports of ten of the other principal commercial 
countries of the world in 1922-23 was but 20.6 per cent. greater 
than in the calendar year 1913, while the exports of the United 
States were 59.3 per cent. greater. The import trade of the United 
States for 1922-23 was 109.9 per cent. greater than in 1918, 
compared with an increase of but 15 per cent. for the total of the 
same ten countries. The favorable position of our foreign trade is 
further shown by the fact that trade with the United States is a 
more important factor in the foreign trade of nearly every imporant 
commercial country than it was prior to the war. The value of our 
exports exceeds that of any other country, while our imports are 
second only to those of the United Kingdom.” 


As showing the importance of the work being done by the 
Bureau of Foreign and Domestic Commerce, it is stated that during 
the fiscal year the services of the bureau have been called upon in 
actual transactions of export business totaling more than 400 
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millions of dollars. Some conception of the volume of service called 
for is indicated in the fact that the number of specific inquiries and 
requests for assistance in foreign-trade matters received by the 
department are now averaging in excess of 3000 per day, or 
approximately four times the average number received at the time 
the reorganization of this service began. 


& 


The Soldier’s Bonus 


ROBABLY the strongest impulse tending to secure ‘the 
passage of a soldier’s bonus bill is the feeling in the hearts of 
the American people that they do not wish the charge to 

be justly made against them that they have been ungrateful to 
the men who risked their lives in the defense of the country. This 
impulse is so entirely noble and generous that one hesitates to 
oppose it in any way. But the most generous impulses of mankind 
are not always the wisest, and not infrequently they injure those 
whom they aim to benefit. It is upon this ground, and upon no 
other, that the bonus proposal may be challenged. 

The issue resolves itself into this form: In what way can the 
young men who were in the World War service be most effectually 
helped by a grateful people? 

It is assumed that no true American wishes to do otherwise 
than this. We should all be ashamed if any other purpose could be 
justly imputed to us. 

We then get right down to the question as to whether or not the 
young men who were in the military or naval service during the 
late war are to be benefited or harmed by granting to each one of 
them individually a few hundred dollars out of the public treasury. 
It is to be remembered, in the first place, that this would be what 
is called “easy money,” in the sense that it was not expected as part 
of the soldier’s pay. It is an additional grant, a bonus, even though 
styled “adjusted compensation.” And money of this kind rarely 
benefits the recipient of it. In this instance it will go chiefly to 
young men who are employed at good wages. They will regard it 
as so much additional spending money. It will no doubt be 
expended largely for umnecessary things. Does any sound 
economist believe that this would help the soldier as much as it 
would to keep taxes down, and thus insure commercial and 
industrial activity, with continued employment at good wages? 

THE BANKERS MAGAZINE does not think so, and as a friend of 
the ex-service men is quite willing to go on record to that effect. 
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And may it be said, incidentally, that no argument is here offered 
against a full appreciation of the value of the service these men 
rendered to their country. No bonus, however large, could properly 
reward them for what they did. The pay they received was 
inadequate. No pay they could receive would be adequate. Their 
service was something money could not buy. It was above all price. 
Some flippant youth, eager to get his hands on a few hundred 
dollars, will say this talk is all “bunk.” God help America if any 
considerable number of our young men should so declare or feel. 

May THe Banxers MAGAZINE say, further, that as soon as we 
got into the war, its editor wrote and published letters in 
substantially all the New York newspapers urging that the 
soldier’s pay be increased. This letter was also sent to the Chairman 
of the Military Affairs Committee of the House and Senate. The 
pay was doubled. 

There were many, perhaps the majority, who served in the 
military and naval forces, who received no injury, financial or 
otherwise, but great benefit in the way of training, mixing with 
other fellows, and in the fresh outlook on life which their service 
afforded. But suppose they even did make some sacrifices. Is not 
their country worthy of it? 

Too many classes are standing today with eager hands 
stretched out toward the public treasury. Let the young men of 
the country not join in this disgraceful raid. 

To the soldiers that are disabled, to those who in later years may 
hecome sick or impoverished—to those who are sick and 
impoverished now—a grateful nation should pour out its treasure 
without stint. No soldier of the Republic should be allowed to 
suffer. A just and generous people should see to that. But this 
is something altogether different from passing out a gratuity or 
bonus to young, healthy, active men, who are employed and 
prosperous. The best thing for them is to keep them employed, so 
that they can pay their own way, as every self-respecting man 
wishes to do. Keep taxes down, and keep business active, and in 
this way the ex-service men will receive benefits many times greater 
than any honus will afford them. 

Vrhen “Cyrano de Bergerac” was in the throes of death, he 
declared that one thing he would take with him as he bowed low 
before the court of heaven, and that was his “stainless soldier’s crest.” 

The young men of America who were in the World War have 
a matchless opportunity of serving their country now, by showing 
that they will regard with contempt any political party that seeks 
to bribe them by the offer of a bonus for the priceless service they 


rendered the Republic. 











To Help Investigate Germany’s Finances 





HENRY M. ROBINSON 


OWEN D. YOUNG 


| o-) UNDERWOOD & UNDERWOOD, N. Y. 


General Dawes, formerly director of the United States Budget, and Mr. ¥oung, who is chairman of the 
General Electric Company, were chosen in December by the Allied Reparations Commission to serve as 
unofficial observers representing the United States on the committee of experts which is to investigate 
Germany’s financial position. The Reparations Commission has selected Mr. Robinson, president 
of the First National Bank of Los Angeles, as the American observer to serve on the export com- 
mittee which is to investigate the amount of German capital abroad 











ARTHUR CAPPER 
United States Senator from Kansas and chairman of the Farm Bloc 


R. CAPPER learned the practical side of the printing 

business during his school days. He started work as 
a typesetter and later became a reporter, spending some 
time in this capacity on newspapers in Topeka, New York 
and Washington. In 1893 he started in business for him- 
self as a publisher. Today, as owner and publisher of 
the Capper Publications, he heads an organization com- 
prising eight publications with a total subscription list of 
2,500,000 persons. He knows farming and the farmer, 
and is a tireless worker in behalf of the welfare of the 
farming industry. He was made Governor of Kansas in 
1914, being the first native-born Kansan to attain this 
office. In 1916 he was re-elected. In 1918 he was elected 
United States Senator from Kansas by an overwhelming 
majority. He is a director of the First National Bank, and 
of the Prudential Trust Company, Topeka, and is chairman 
of the Farm Bloc. 














A Square Deal For the Farmer 
By Arthur Capper 


United States Senator from Kansas and chairman of the Farm Block 


HE farmer is not getting a square 

deal now. Nor did he get it dur- 

ing the war nor during the after- 
war period. This is not a mere state- 
ment of fancied grievance. The farmer 
is not self-deluded. He is not the vic- 
tim of a diseased imagination, visioning 
every man’s hand upraised against 
him. The ills of the farmer are real, 
and come from conditions very generally 
beyond his control. These ills are eco- 
nomic, and are forced upon him as a 
result of facts and conditions of which 
every reasonably well-informed citizen 
is aware. 


IMPORTANCE OF THE FARMING INDUSTRY 


Farming is our biggest industry. 
Thirty millions of our citizens are en- 
gaged in it. It represents an invest- 
ment, in land alone, estimated at over 
forty-five billions of dollars. In rail- 
road language, this is the farmer’s “in- 
vestment” value. Not a dollar of this 
forty-five billions represents the value 
of horses and mules, tractors and plows, 
harvesters and threshers—again, to use 
the railway language, his ‘equipment 
and motive power.” 

Last year, according to a survey by 
the Department of Agriculture, the 
average gross income—not for each of 
the thirty millions of our citizens en- 
gaged in the industry, but for each farm 
unit—was $715. Nor was this profit. 
It was gross income. Out of it the 
farmer must pay his taxes, cost of oper- 
ation, upkeep, interest on loans and 
wages to his help. 

When the farmer takes his dollar to 
town to buy the few things his re- 
stricted income permits, he finds it 
worth but seventy-five cents, according 
to the Department of Agriculture re- 
search and figures. This business of 
the farmer is basic. If it is healthy, it 

timulates all other businesses, because 
‘rom it pours a full, strong stream of 
‘ie life blood of commerce. If it is sick, 
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the poison of its illness courses through 
the veins of commerce. This big in- 
dustry is sick. The Government figures 
cited above prove it. 


WHAT IS WRONG 


The patient is ill. No question of 
that. What is the ailment? 

A diagnosis discovers four factors 
which contribute to the illness that saps 
the strength and wastes the productive 
energy of this great industry upon 
which all of us depend for food 
and in no small measure for our pros- 
perity. Wage and salary earners are 
vitally concerned in this economic ill- 
ness of the farmer, for the farmer is 
one of the largest, if not indeed the 
largest contributor to wages and 
salaries. 

The factors which palsy the farming 
industry are: 

Wrong administration of war-time 
regulations. 

Credit discriminations against the 
farmer, and the withdrawal of credit 
during ‘‘deflation.” 

The “spread” in cost between pro- 
ducer and consumer resulting from a 
marketing system which leaves the 
farmer at the mercy of the speculator. 

Higher-than-war-time freight rates. 


THE CAUSES OF PRESENT CONDITIONS 


“Water that has gone over the dam 


Nonc the less, 
23 


turns no mill-wheels.” 
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The farmer is not a railroad- 
baiter, nor a railroad-hater. The 
farmer knows that proper and ade- 
quate transportation is essential to 
his as well as to the country’s wel- 
fare. Let me say right here that I 
am the last man in Congress who 
will favor any program intended to 
cripple the railroads. I want to see 
the railroads and all other business 
on a prosperous basis. 











to understand the nature of this illness 
of the farming industry, it is necessary 
briefly to chart each of these causes of 
the present disease. 

Acts of the War Congress intended 
to stimulate production of vital war 
necessities, of which food was on every 
hand said to be the greatest, were ad- 
ministered to the detriment of the 
farmer. The farmer rallied to the call 


of his country, intensified his produc- 
tion, and sent his boys to France. Then 
came the administrators appointed to 
carry into effect the acts of the War 


Congress. They used the acts intended 
to give the farmer and the consumer a 
fair deal, and named the minimum price 
fixed by Congress for the farmer’s 
product as a maximum, so that the mid- 
dlemen reaped a profiteering harvest. 
The consumer was not benefited—he 
paid till it hurt—and the farmer was 
penalized. Unjust and unfair as this 
was, the farmer could have overcome 
the losses entailed had not the next 
“complication” set in. It is compara- 
tively easy to cure the patient so long 
as his illness is confined to a single ail- 
ment. It is “complications” that 
worry the nurses, doctors and anxious 
friends. This next complication was 
“deflation.” 

The powers-that-be decided, in 1920, 
that it was time to restore credit to 
normal bounds; that it was time to 
“deflate” —to restore the dollar’s buy- 
ing power to an approximate pre-war 
basis, to reduce inflated prices and check 
profiteering. This was a wise decision, 
but proved a tragedy to the farmer. 

It may not have been intended, but 
nevertheless the industry that was en- 


tirely guiltless of taint of profiteering, 
the industry that had no “inflation,” 
was obliged to carry the heavy end of 
the load in the deflation process. In- 


.terest rates on Reserve Bank loans to 


banks in the farming areas were in- 
creased to a point that often made it 
impossible for the farmer to borrow 
money. The banks were not to blame. 
They went the limit to save the farmer, 
but the situation was such that he was 
forced to sell his products at whatever 
price he could get. This further 
widened the “spread” between the price 
the farmer paid for what he had to buy 
and the price the farmer received for 
what he sold. The result was in- 
evitable. The farmer as a buyer of 
goods was forced off the market, and 
the business depression of 1920-21 was 
the direct result. 


REMEDIAL ACTS 


But for the “farm bloc” in Congress 
realizing the devastating effect of this 
policy and putting through Congress 
the act empowering the War Finance 
Corporation to come to the rescue of the 
farmer with hundreds of millions of 
emergency agricultural credit, there 
is no question that the nation’s agricul- 
ture would have “taken the count.” 
Even with this emergency aid, the 
farmer will not, for years to come, fully 
recover from the effects of the terrific 
blow. 

The Farm Credits Act passed by the 
last Congress strives to put the farm 
industry on an equal credit footing with 
the business man and corporate in- 
dustry. 

Legislation has strengthened other 
weak spots in the farmer’s defensive 





The farmer believes that trans- 
portation lines and transportation 
service exist for the country. He 
does not believe that the country 
exists for the transportation mag- 
mates. The farmer expects to pay 
what transportation service is justly 
worth just as he wants to get for his 
products what they are justly worth. 
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armor. The ‘farm bloc’ Grain Futures 
Act curbs speculators. It prevents 
manipulation of the farmer's markets 
against him. 

The “farm bloc” act legalizing 
farmer co-operative marketing recog- 
nizes farmer-collective bargaining in 
the same way that labor’s right of col- 
lective bargaining has been recognized. 
For many years the farmer has been 
the sole big producer who has not had 
a hand in the selling of his product. 
The speculator has attended to this for 
him, taking the lion’s share of the profit 
justly due the farmer, and an unjust 
profit from the consumer. For years 
the speculator has been the “old man of 
the sea” on farmer “Sinbad’s’” back. 
Co-operative marketing will relieve him 
of this back-breaking load. 

A searching inquiry, conducted by 
Congress, discovered that the con- 
sumer’s dollar is cut three ways. Of 
this dollar the producer—the farmer— 
gets 20 cents; manufacturing, whole- 
saling and retailing get 31 cents, and 
distribution 49 cents. 


THE FARMER’S INTEREST IN 
TRANSPORTATION 


This split of the consumer’s dollar 
makes the farmer vitally interested in 
the question of transportation and trans- 
portation costs. 

The farmer is not a railroad-baiter, 


nor a railroad-hater. The farmer 
knows that proper and adequate trans- 
portation is essential to his as well as 
to the country’s welfare. Let me say 
right here that I am the last man in 
Congress who will favor any program 
intended to cripple the railroads. I 
want to see the railroads and all other 
business on a prosperous basis. The 
farmer believes that transportation 
lines and transportation service exist 
for the country. He does not believe 
that the country exists for the trans- 
portation magnates. The farmer ex- 
pects to pay what transportation serv- 
ice is justly worth just as he wants 
to get for his products what they are 
justly worth. The farmer believes in 
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More than one million farmers, ac- 
cording to the Department of Agri- 
culture’s findings, quit the farm last 
year. This in terms of cost of living 
and in terms of failing prosperity 
through the dwindling power of the 
farmer makes the farmer’s problem 
the problem of the wage-earner and 
the business man. 











prosperity, but he wants it passed 
‘round. He doesn’t want just the 
crumbs and crusts left from the mag- 
nates’ feast. 

The farmer makes a noise about 
higher-than-the-war freight rates be- 
cause he pays these rates. He alone of 
shippers has nobody to whom he can 
pass the costs. The farmer is his own 
“Jones.” He pays the freight. 

He still pays higher-than-war rates, 
and wants to know why. As things 
now stand, freight rates are a stifling 
embargo on the farmer’s prosperity, and 
a big barrier between him and his eco- 
nomic come-back. 

In 1922, the same year for which the 
Department of Agriculture finds the 
average farm income to be but $715, 
the Interstate Commerce Commission 
finds railroads making $717,000,000 
“over and above the cost of operation.” 
The farmer’s $715 wasn’t “over and 
above” anything. It was “less and 
under” taxes, interest, upkeep and other 
costs he had to pay. The Interstate 
Commerce Commission, in an analysis 
of railroad revenues, finds food prod- 
ucts—the farmer’s products—among 
highest railroad revenue payers per net 
ton. 

The Department of Commerce tells 
the farmer that these products of his 
that pay high freights are but one- 
fifteenth as valuable as other commodi- 
ties, and a rate hearing at Kansas City 
develops the fact that the farmer’s 
products pay freight on a basis of 
135 as compared with 92 paid by other 
commodities fifteen times more valuable 
than his. How the farming industry 
is to continue to sell its product at pre- 
war and even less than pre-war prices 
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If the wage-earner is to get food, 
the farmer must stay on the farm 
and produce. If business is to pros- 
per normally, year in and year out, 
the buying power of the farmer must 
be restored. 

Our great present purpose must be 
to find means to restore the whole 
unbalanced situation to a balance, to 
make the farmer’s dollar worth as 
much as anybody else’s dollar. 











and still pay freight rates from 50 to 
80 per cent. higher than pre-war rates, 
may be quite clear to railway econ- 
omists; but the farmer sees nothing but 
ruin for him at the end of that route. 


FARMERS MUST STAY ON THE FARM 
AND PRODUCE 


How the nation is to prosper and get 
food if discriminatory freights and 
other adverse economic factors con- 
tinue to drive the farmer from the land 
and from his task of production, is a 
question of deepest concern to us all. 

More than one million farmers, ac- 
cording to the Department of Agricul- 
ture’s findings, quit the farm last year. 
This in terms of cost of living and in 
terms of failing prosperity through the 
dwindling power of the farmer makes 
the farmer’s problem the problem of the 
wage-earner and the business man. 

If the wage-earner is to get food, the 
farmer must stay on the farm and pro- 
duce. If business is to prosper nor- 
mally, year in and year out, the buying 
power of the farmer must be restored. 

Our great present purpose must be 
to find means to restore the whole un- 
balanced situation to a balance, to make 
the farmer’s dollar worth as much as 
anybody else’s dollar. 


MEASURES NECESSARY 


It will be up to this Congress to take 
an economic spirit-level and go about 
the job of reducing these economic in- 
equalities. 

First and foremost, there should be a 
substantial reduction in taxes that will 
be fair and just to all taxpayers, a 


prompt reduction of excessive freight 
rates, a downward revision of the 
tariff on manufactured articles, and an 
agricultural export corporation to find 
a market in Europe for our surplus 
farm products. 

The next great ship canal should be 
built from the Great Lakes to the sea 
by way of the St. Lawrence. Making 
seaports of Chicago, Duluth and a half 
dozen other American cities will put the 
United States on a shipping basis with 
the big plantation owners in the Argen- 
tine who now have 8 cents a bushel 
the better of them in freight rates, be- 
sides cheaper labor costs. This water- 
way to foreign markets would relieve 
our annual traffic congestion, and would 
bring such prosperity to the grain belt 
that expressed in dollars and cents it 
would more than pay the entire cost of 
this project every year. The need is 
so pressing that it will receive serious 
consideration in the next Congress. 

The relief legislation for agriculture 
in the last Congress was not of the 
instant-panacea kind. It consisted of 
constructive measures, supported by all 
the farm organizations, in which 
farmers were put in position to help 
themselves and each other through de- 
veloping a new and more stable and 
permanent prosperity for their indus- 
try, largely through organization and 
co-operation. It will take time for re- 
sults to show. Any really constructive 
program for agriculture will have to be 
carried out to a great extent by the 
farmers themselves, and this requires 





It will be up to this Congress to 
take an economic spirit-level and go 
about the job of reducing these eco- 
nomic inequalities. 

First and foremost, there should 
be a substantial reduction in taxes 
that will be fair and just to all tax- 
payers, a prompt reduction of ex- 
cessive freight rates, a downward 
revision of the tariff on manufactured 
articles, and an agricultural export 
corporation to find a market in 
Europe for our surplus farm 
products. 
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Any really constructive program 
for agriculture will have to be car- 
ried out to a great extent by the 
farmers themselves, and this requires 
time. And however sound and cor- 
rect such legislation may be, it can- 
not create prosperity on the farms 
overnight. No act or program of 
legislation can effect a speedy cure 
of our ills, but a foundation for great 
progress in agriculture has been laid, 
and time, patience and sticking to- 
gether, will ultimately bring it about. 
It may be necessary to widen the 
— of the co-operative marketing 
aw. 














time. And however sound and correct 
such legislation may be, it cannot create 
prosperity on the farms overnight. No 
act or program of legislation can effect 
a speedy cure of our ills, but a foun- 
dation for great progress in agriculture 
has been laid, and time, patience and 
sticking together, will ultimately bring 
it about. It may be necessary to widen 
the scope of the co-operative marketing 
law. 

The Truth-in-Fabric bill, requiring 
the labeling of manufactured woolen 
goods, will be pressed by the farm or- 
ganizations. 

I do not anticipate an elaborate farm 
program in this Congress. 


FARMERS MUST HELP SOLVE THEIR 
PROBLEMS 


While I believe the farm situation 
should have first consideration from 
Congress, I am not saying, and I never 
have said, that Congress or Washington 
can straighten out or end all the troubles 
of the farmer. Sound business methods 
must be applied to a wasteful and in- 
efficient marketing system. Co-opera- 
tive marketing, diversified farming and 
better-balanced production form a big 
part of the program which will help 


put the farmer on his feet, and wonder- 
ful progress has been made the past 
year in this direction. 


SITUATION HOPEFUL AND IMPROVING 


I am convinced that the situation as 
regards agriculture has improved slight- 
ly. It would have been hard for it to 
become worse than it was. The time is 
approaching, I believe, when, if un- 
favorable factors do not materialize, the 
business of farming will get back on its 
feet. It will recover if it is given an 
equal opportunity with other industries. 

The farmer is working hard. He is 
going ahead just the same as if the 
profits in his business were adequate. 
He has been and still is discouraged be- 
cause of high costs and heavy taxes. 
He can’t see a way out of his difficulties 
yet, but I believe he is becoming a bit 
more hopeful. 

The farmer in the past has had to 
cultivate the attitude of hopefulness, 
else he would have given up a good 
many years ago. 

I view 1924 with some optimism, be- 
cause I believe that business men have 
come to appreciate the inseparableness 
of their business and the business of 
farming and are willing to exert their 
influence in support of the effort to 
give agriculture a square deal and the 
help of which it is so badly in need. 





The farmer is working hard. He 
is going ahead just the same as if 
the profits in his business were 
adequate. He has been and still is 
discouraged because of high costs 
and heavy taxes. He can’t see a 
way out of his difficulties yet, but I 
believe he is becoming a bit more 
hopeful. The farmer in the past 
has had to cultivate the attitude of 
hopefulness, else he would have 
given up a good many years ago. 
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on two floors, Sixteen, CIICrelt Pei 


Interior of the Long Island studio of the Famous Players-Lasky Corporation in which, 











PHOTOGRAPH FROM PARAMOUNT PICTURES 


The royal procession of Rameses II as portrayed in the stupendous Paramount picture 
“The Ten Commandments” 


Motion Pictures and the Banker 
By Richard W. Saunders 


Comptroller Famous Players-Lasky Corporation ard formerly cashier National Bank of 
Commerce in New York 


HE three principal things that 

the banker wants to know about 

the motion picture industry are— 
First: Is it here to stay? Second: How 
substantial is it as a basis for credit? 
Third: What accounting methods 
have been established to show the true 
condition of any specific company? 

(he most vital factors in an inquiry 
into the permanence of an industry are 
the amounts invested in its various 
plants or equipment, the public re- 
sponse to the merchandise that it offers 
and the general tendency on the part 
of the public to continue and increase 
its patronage. In all of these respects 


the motion picture industry will be 
found to compare favorably with the 
best businesses in the country. The in- 
vestments in studios, laboratories, dis- 
tribution exchanges and motion picture 
theaters aggregate well over the billion 
dollar mark and place the industry, as 
far as invested capital is concerned, 
eighth in the great business enterprises 
of the country. 


PERMANENCE OF THE INDUSTRY 


There have been a number of refer- 
ences in recent newspaper articles 
to the effect that the public was 
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losing its interest in motion pictures, 
but all that can be said is that the 
figures do not show this, nor do the long 
lines of waiting patrons at the box 
office confirm this view. Others have 
inquired as to the extent to which radio 
is interfering with the progress of the 
picture industry, the answer being so 
far, to an almost negligible extent. 
The radio has its place and will hold 
a very high place in the life of the coun- 
try, but its appeal is to the ear whereas 
the motion picture appeals to the eye 
and in addition has the advantage of 
responding to the public demand for 
association. Man is a gregarious ani- 
mal and we seek the larger number of 
our amusements where other people 
enjoy them with us. With all these 
facts it is hard to find any justification 
for the fear which a few bankers have 
expressed, that motion pictures are 
merely an ephemeral amusement, a 
hobby which will soon pass away. The 
conclusion of those who study the in- 
dustry is that on the contrary the mo- 
tion picture industry has hardly begun 
to show what it can do. The entire 
field of education is almost untouched. 
the great improvement so far having 
been along the lines of feature plays. 
But in this field of feature plays a most 
tremendous step forward has been taken 
which can only be realized when one 
views a picture taken say five years 
ago. If “money talks,’ the steady 
stream of nickels, dimes, quarters and 
dollars flowing into the box offices 
can readily answer the question of 
whether the picture industry is here to 
stay or not. At any rate as far as the 
immediate future is concerned, an in- 
dustry in which one company takes in a 
million dollars a week in cash is cer- 
tainly not to be lightly regarded as a 
business. 


WHERE CREDIT IS NEEDED 


In considering the question as to the 
soundness of the picture company as a 
hasis of credit we will dwell chiefly upon 
tse production and distribution parts 
o! the business as they are the ones 


where credit lines will most likely be 
needed. The third great division, that 
of exhibition, is more a matter of real 
estate investment than one calling for 
a bank credit line. To be suecessful an 


RICHARD W. SAUNDEKS 


Comptroller Famous Players-Lasky Corporation 
and formerly cashier National Bank of 
Commerce in New York 


R. SAUNDERS began his business career 
M with the old Merchants Loan and Trust 

Company Bank of Chicago. From the 
bank he went to The Western Electric Company, 
becoming in time assistant treasurer. Later 
he went to The National Bank of Commerce 
in New York, as auditor, working up to the 
position of cashier. In 1920 he resigned from 
the bank to become comptroller for the Famous 
Players-Lasky Corporation, the largest pro- 
ducers of motion pictures in the world, con- 
trolling 145 subsidiary companies with num- 
erous distribution centers and theaters in all 
civilized countries. Mr. Saunder’s keenest in- 
terest outside of business lies in the collection 
of rare and curious books. He was one of the 
original organizers of the American Institute of 
Banking, and is an honorary member. 


exhibitor must know the community in 
which his theater is located well enough 
to know what the neighborhood will 
prefer in pictures and the popular 
prices to be charged. He must have 
a good knowledge of showmanship. His 
investment, however, is chiefly in bricks 
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Cecil B. De Mille, who directed “The Ten Commandments,”’ is shown here introducing Secretary of 
War John W. Weeks to Charles De Roche, who plays the part of Rameses II, the greatest 
warrior of Egyptian antiquity. This was Secretary Weeks’ first visit to a movie studio 


and mortar, although his interior fur- 
nishings, including his organ, seats, 
draperies, projection machine and other 
necessary equipment, will run into a 
considerable sum of money. Any re- 
quests for loans, however, will be 
largely based upon personal credit and 
the problems are easy to face as they 
are almost entirely summed up _ in 
whether the exhibitor can get the pic- 
tures that he wants to play and can 
attract the public at a price that will 
bring him a profit on his investment. 
It must be noted, however, that the art 
of showmanship has to be cultivated, 
and that not every man, even though 
financially able to do so, has the art of 
drawing the public to his theater. In 
ease of necessity the public will go 
anywhere, but competition brings out 
every quality of showmanship the 
theater owner can acquire. 

The production of motion pictures 
has long been looked upon as a fruitful 
field for any one to attempt, and as a 


result there are literally thousands of 
companies scattered all over the world, 
of all possible kinds and degrees of 
strength and weakness. Some make 
picture plays, others comedies, others 
news reels, and there is a goodly 
sprinkling of educational and travel pic- 
tures. Even the universities are now in 
the business. Bankers are no doubt 
continually being solicited for loans 
based on such productions. This article 
will simply indicate some of the more 
serious problems that beset produc- 
tion companies so that when such 
an inquiry is made the bankers’ at- 
tention can be directed to the more 
important features at the start. The 
writer wishes to avoid even the ap- 
pearance of belittling or frowning upon 
the results achieved by some of the 
smaller companies. In fact some very 
beautiful productions have come from 
them, but even beautiful productions 
frequently fail to make money. 
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Theodore Roberts as ““Moses’’ receiving from the Lord the Ten Commandments blasted by the Divine One 
from the living rock in the Biblical portion of the Paramount production “The Ten Commandments” 


THE DOCTRINE OF AVERAGES 


The entire theatrical field is largely 
based upon the doctrine of averages, 
which means that in striving for the 
public taste it is practically impossible 
to show a complete list of successes. At 
one time it was considered that if one 
show out of five was successful a 
theatrical producer could still make 
money, but the average is now about 
one out of three. A small company with 
only one or two pictures is therefore at 
a disadvantage because it cannot readily 
absorb the lower values of its less suc- 
cessful pictures. It may make one 
pronounced success and never make an- 
other, which is exactly the case with a 
ertain company which made one of the 
«reatest successes known to the picture 
ndustry. Out of a dozen pictures that 
lowed, only one was fairly successful, 
nd the company failed, carrying down 

ith it the bank that was financing its 
sans. The element of hazard, there- 


fore, in a smaller company is greater 
than in a larger one. 

Aside from the question of its being 
properly financed, the success of a pic- 
ture depends entirely upon its artistic 
presentation, and the public response 
thereto. The reason why directors and 
stars receive such tremendous salaries, 
and they do, is because the law of sup- 
ply and demand is in effect in this busi- 
ness as well as in any other. 

Many men feel that without any ade- 
quate training they can become motion 
picture directors; almost every girl in 
the country is quite sure that with 
proper backing she would be a very suc- 
cessful screen actress, and there are not 
wanting thousands of young men to pose 
as heroes or villians. Few who take 
the test at the studio are successful. 
Nearly always the camera reveals cer- 
tain defects not ordinarily noticeable, 
but which would be a bar to screen suc- 
cess. We say “They do not film prop- 


erly.” 
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It has frequently happened that 
with some money, a _ combination 
will be formed and make, say one 
picture. If it is successful it may 
well be the nucleus of a new pro- 
ducing unit, but the chances of success 
in such instances are exceedingly small 
and certainly such enterprises are of 
very doubtful credit value. ‘To direct a 
picture properly there must be a com- 
bination of artistic ability, of executive 
force and of knowledge of the public 
which can only be gained by long service 
in a studio. 

Before starting the production of a 
picture the “rights” must have been ac- 
quired, which means that they must be 
purchased from the author, publisher 
or whoever it is that may own the rights 
to any book or play. Often the pur- 
chase of the rights involves a very 
substantial sum of money. While the 
rights to some pictures are acquired at 
as low a figure as a few thousand dol- 
lars, others, that are considered un- 
usually good subjects may run to one or 
two hundred thousand. The rights to 
“Ben Hur,” for example, have been 
held at one million dollars. 


THE MECHANICS OF PRODUCTION 


The rights secured and the di- 
rector appointed, the scenario writer 
reduces the story to proper form 
and in due time the cast is assembled 
and the picture made. We will not 
dwell on this at length, but in taking 
the scenes the negative sometimes 
runs 50.000 or 60,000 feet for a 
picture, which will afterwards be cut 
to 5000 or 6000 feet. A reel is usually 
1000 feet. It is at this point that the 
greater part of the studio savings can 
be made. Some scenes which cost a 
considerable amount of money to de- 
velop are afterwards eliminated en- 
tirely or only shown as a “flash.” If 
these had been avoided at the start a 
large part of the cost could have been 
saved, and it is in the power of 
the scenario writer and the director by 
visualizing their story at the start to 
make their cutting at the beginning be- 


fore the expense has been incurred, 
rather than afterwards. The cost of 
pictures has been steadily mounting. At 
one time they could be made for $15,000 
or $20,000, whereas the average today 
is nearer $200,000. It is true that the 
“rental” values (that is, the charge to 
the exhibitor for “renting” the film for 
a certain time) have increased and that 
the demands of the public have resulted 
in more expensive pictures, but it must 
be remembered first, that the public 
purse limits the amount that an ex- 
hibitor can charge. Secondly this in 
turn limits the amount an exhibitor can 
afford to pay as a rental, and thirdly 
this limits the amount that the producer 
can expend in any picture, outside of 
super-specials which are marketed in a 
different manner. 


PRELIMINARIES TO DISTRIBUTION 


The “negative” film is kept in the 
laboratory, working prints or “‘posi- 
tives” being made from it. After the 
production is completed the director 
makes his “cuts” from the working 
prints, while the titles are being de- 
veloped. After a complete working 
print has been made, the negative is cut 
to conform and from this negative the 
positives are then in due time run off 
and distributed throughout the country 
for exhibition. ‘These are rented—not 
sold—and the price of such rentals is 
graded according to the first, second or 
subsequent run, the locality, ete. It is 
not unusual to have the price based on a 
percentage of the box office in-take. 
Some companies not only produce but 
also distribute, and even in a few in- 
stances are exhibitors also, having a 
limited number of theaters in which 
their plays are shown. This is a species 
of exploitation and has a great deal to 
do with insuring a continuous outlet 
for their productions. Producing com- 
panies are also national advertisers on 
a large scale. 

While small companies either rent the 
necessary studio space or have just 
enough equipment to produce one pic- 
ture at a time, the larger companies 
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have need of a large equipment for 
studio and laboratory use, where it is 
possible to have six or more productions 
developed at the same time. While 
nearly all pictures have some outdoor 
locations, the principal part of the pic- 
ture is taken in the studio, and at the 
present time in studios without glass 
roofs. Quite a number of studios that 
were built with glass roofs have been 
found already out of date, and it is not 
improbable that further changes of this 


able expenses in transporting companies 
to and from location and altogether the 
up-keep of a modern studio is a con- 
siderable item. 


DISTRIBUTING THE PICTURE 


The distribution is effected by having 
exchanges in all the key cities, to which 
sufficient “positives” of each picture 
are sent to take care of the exhibitors’ 
requirements in that territory. The 








the Famous Players-Lasky Corporation plans eventually to erect a huge office building and 
theatre. ‘The Ten Commandments’”’ sign burns 235 kilowats per hour as com- 
pared with 93 kilowats per hour for the famous Wrigley sign above 


kind may occur. The large amount of 
electric power necessary for the light- 
ing effects means special construction 
usually to allow for carrying such 
power, and in addition there are the ex- 
pensive lights, wardrobe, properties and 
sets to make up what in any other 
business would be called “a thoroughly 
equipped factory.” Motion picture 
people, however, dislike to look upon 
the studio as a factory and view 
their business more from the artistic 
side. There is, however, a_ broad 
analogy and the well equipped studio 
turns out its product in very much 
the same manner as a factory, the 
irtistic part of the production being 
idded. There are also consider- 


salesman secures from the exhibitor 
contracts which whenever possible also 
show the “playing date” and the pic- 
ture is then “booked” with that ex- 
hibitor for a certain date on which the 
exhibitor will “play” the picture. The 
salesman secures a deposit on the con- 
tract and before the exhibitor plays the 
picture he is expected to pay the bal- 
ance due in cash. The business is 
therefore on a cash basis. A very few 
large exhibitors are allowed a week’s 
credit, but never more than that. 

All this immense organization has 
been built up to take care of this new 
industry and as time goes on its ef- 
ficacy becomes more and more firmly 
established. There are two or three 
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The 1500 pound head of the 5 ton sphinx being raised into position to form part of an imposing avenue of 


24 sphinxes. 
of construction. 


points which should be mentioned—one 
being that the cost of a picture does not 
control to any very great extent its sell- 
ing price. It is conceivable and fre- 
quently happens that a picture costing 
$100, -_ will bring in more than one 
costing $200,000. The public response 
gauges the result. 

The foreign business is of great value 
and of ever growing proportions, but 
has, however, serious problems of its 
own to contend with. It has been often 
considered that the foreign business is 
mostly “gravy,” because quite a num- 
ber of companies write off the entire 
negative value against the domestic 
business, leaving the entire foreign pro- 

‘eds, less distribution expense, to stand 

3 a profit. 

TAKING THE INVENTORY 


The chief factor, however, that the 
nkers will want considered at some 


In the background is a reproduction of the palace of Pharaoh, Rameses II, in process 
This reproduction of Pharaoh’s palace is over 100 feet high and 1000 feet wide. All 
the work shown here is a part of the setting for the picture 


“The Ten Commandments” 


length, is that of the inventory. This 
consists of the negative and positive 
values of pictures and can best be un- 
derstood by the following definitions 
and divisions: 

The “negative cost” of a picture is 
made up of all the expense that has 
gone into its production, including 
“rights,” time of stars and directors, lo- 
cation expense if any, time of carpen- 
ters making sets, wardrobe expense, sal- 
aries of ‘extras,’ studio overhead and 
home office overhead (executives, etc.). 
The negative cost also frequently in- 
cludes “carrying time,” or the payment 
of salaries between pictures. A star or 
director may have a few weeks waiting 
period until the next picture is ready 
and salaries paid him for the interval 
are included in the next picture’s nega- 
tive cost. 


The “release date’ is the time the 
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n they raced to a watery greve~the 
finest chariots of Pharaoh~ six hundred 
strong and the Red Sea closed over them~ 
@ sight you can never forget! 

Just one of the tremendous scenes that make 


CECIL B.DE MILLES Prooucrion 


‘THE TEN COMMANDMENTS 


THE WORLDS GREATEST SPECTACULAR MELODRAMA 


STORY BY JEANIE musicar 


at 











GEORGE M.COHAN THEATRE 
BROADWAY AT 42 "2 STREET 


TWICE DAILY AT 2.30 ~- 630. -SUNDAY MATE AT S-TELEPHONE BRYANT 0392 
PRICES-paity mat. SOF to #100 
NIGHTS AND SAT. MATS.50¢ to $222 - SUN. MATS. 50¢tesiS2 


Ss 


aS 
ALL SEATS RESERVED~ON SALE 4 WEEKS IN ADVANCE ~- 


CY MESENFED 







2 


One of the newspaper advertisements which is helping the box-office men to sell standing room at every 
performance. During the week this advertisement appeared $5,843 was spent for 
space in the New York daily newspapers alone 


picture is first generally shown in 
“first run” houses throughout the coun- 
try. A “pre-release” in one or two 
houses usually comes before _ this, 
usually on Broadway, for exploitation 
purposes. 


RESIDUAL VALUE 


“Residual value” is the amount left 
in each picture after the standard de- 
preciation has been made. This is a 
most important matter to understand as 
to a large extent it is the key to the 
accounting system. It is also the rea- 
son why the inventory of a picture com- 
pany need not be depreciated or marked 
down. This is done automatically each 
month and is based upon the flow of 
cash coming in from rentals; in other 
words, the attempt is made to depreci- 
ate the negative in the same ratio as 
the cash returns. Within three months 
for example 50 per cent. of the cash 
return expected should be received and 
therefore the negative cost is depre- 
ciated 50 per cent. 

In one year the automatic deprecia- 


tion equals 88 per cent. and in two 
years 100 per cent. There are many 
pictures that bring in rentals after two 
years, but even so they are carried on 
the books at one dollar. This “concealed 
asset” amounts to a very respectable 
figure. Positives are written off month- 
ly to aggregate 100 per cent. per year. 
The chart accompanying this article 
gives a bird’s eye view of the subject of 
depreciation, which might be aptly 
termed the key to the motion picture in- 
dustry. 

The inventory then consists of: 1. 
Full cost so far expended of pictures in 
process of production. 2. Completed 
pictures awaiting release (full cost). 
3. “Residual value” of released pic- 
tures which month by month are being 
automatically depreciated according to 
the schedule. None are over two years 
old. 4. Positive prints, also depreciated 
monthly and none over one year old. 

The writer will be glad to answer 
any questions which may occur to read- 
ers of THe Banxers MaGazine, as the 
executives of motion picture companies 
are deeply anxious to have their indus- 
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try, in all its phases, understood by 
bankers and the public generally. 


NEW ACCOUNTING METHODS 


As an indication of the serious atten- 
tion that is being given to the fiscal side 
of the industry, the committee on bank- 
ing procedure and finance of the Motion 
Picture Producers & Distributors of 
America, Inc., was formed some time 
ago, consisting of the accounting officers 
of the producing and distributing com- 
panies which are members of the Hays 


organization. As a member of this com- 
mittee, the writer was interested in the 
setting up of what might be termed a 
“best practice” general balance sheet, to 
which was appended a description of 
various credits and charges making up 
the items appearing on such a state- 
ment. Readers of this article who are 
unfamiliar with the accounting prob- 
lems of the motion picture industry will, 
the writer believes, be interested in 
examining this statement, which fol- 
lows: 


ASSETS 


CURRENT AND WORKING ASSETS: 
1. Cash 
2. Notes and bills receivable—less reserve. 
3. Accounts receivable—less reserve 
a. Domestic—film customers only ............. 
b. Foreign—film customers only 
ce. Advances to affiliated companies . 
d. Sundry accounts receivable 








4. Advances to outside producers—less reserve 








$0,000.00 
0,000.00 


sases-ee---$0,000.00 
- 0,000.00 
- 0,900.00 
- 0,000.00 0,000.00 


a. Completed pictures currently exhibited (secured by film)........ 0,000.00 
b. Completed pictures not released (secured by film) .................... 0,000.00 


ec. Pictures in process (secured by film) .......... 
d. Pictures in process (unsecured by film) .. 





0,000.00 
0,000.00 0,000.00 





5. Inventory, negatives, positives, advertising material, etc. 
a. Completed pictures currently exhibited—at residual value........ 0,000.00 


b. Completed pictures not released—at cost .... 


ec. Pictures in process—at cost 


d. Raw film and studio supplies—at inventory value.. 
e. Saleable advertising material—less depreciation.. 
f. Rights to plays, stories, scenarios—at cost “ 


6. Marketable securities 
a. Government bonds—at cost 


b. Other securities—at cost .......... REIT OAS 


TOTAL CURRENT AND WORKING ASSETS . 


OTHER ASSETS: 


7. Deposits on contracts 
a. Cash deposits on leases, etc. 
b. Liberty bonds, deposited 


8. Investments—at cost 
a. Investments in affiliated companies 


b. Other investments ........ ssa oie 


ec. Bills and loans receivable 


9. Land, buildings, leases and equipment 


a. Land—at cost - i 
b. Buildings—less depreciation 


c. Leaseholds—less amortization ......................-+. 
Furniture and equipment—less depreciation . 


10. Deferred charges 

. Prepaid insurance 
b. Prepaid rent ie apieeninsaniakartncilenitiskeaiinindieetsasaiisadsse 
ec. Prepaid interest on notes payable.......... 
d. Prepaid real estate taxes, etc. ..... 





e. Bond and mortgage discount, unamortized 


f. Organization expense, 
ID ccsnccnntnnsaipntintecnncsccensscereeninteorneter 
11. Goodwill 

TOTAL OTHER ASSETS . 


TOTAL ASSETS 














---- 0,000.00 
senmint 0,000.00 
. 0,000.00 
--- 0,000.00 
0,000.00 0,000.00 


0,000.00 
0,000.00 0,000.00 





$00,000.00 


. 0,000.00 
0,000.00 0,000.00 


. 0,000.00 
0,000.00 
0,000.00 0,000.00 





.... 0,000.00 
- 0,000.00 


DEAR -.. 0,000.00 





0,000.00 0,000.00 


- 0,000.00 
0,000.00 
0,000.00 
0,000.00 
0,000.00 
0,000.00 
0,000.00 0,000.00 


0,000.00 





00,000.00 
$000,000.00 
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Film drying rooms in the new Paramount film laboratory in Hollywood. After being washed and dyed the 
film is wound around these huge drums where it drys in air of a definite temperature and humidity 


LIABILITIES 































































CURRENT LIABILITIES: 
12. Notes payable 
a. To banks — $0,000.00 
b. To others : susinditlbbaiabeiniidinibidiianbaanes 0,000.00 $0,000.00 
13. Accounts payable 
a. Trade accounts -- 0,000.00 
b. Miscellaneous - 0,000.00 0,000.00 
14. Owing to affiliated companies ‘ ccuihdantninniinidaistebatii 0,000.00 
15. Taxes, payrolls and sundries 
a. Taxes, other than Federal income ................. 0,000.00 
b. Payrolls _............. . 0,000.00 
ce. Sundries and interest accrued, etc. 0,000.00 0,000.00 
16. Owing to producers and authors 
a. Outside producers .... 0,000.00 
b. Authors eae ..- 0,000.00 
ce. Pictures and rights purchased 0,000.00 0,000.00 
17. Federal income taxesS (previOUS Year) ..........-:ccc.::cesseececeeccesceeeceeceeeneseeee 0,000.00 
18. Reserve for declared dividends 
a. On common stock, payable ......................-0.---- a: 0,000.00 
b. On preferred stock, payable 0,000.00 0,000.00 
pty ME ES, een See " 
OTHER LIABILITIES: 
19. Mortgages on real estate 0,000.00 
20. Bonded indebtedness 0,000.00 
21. Liabilities due after one year 0,000.00 
22. Advance payments on film rental self-liquidating.................--........ 0,000.00 
23. Reserves 
. 0,000.00 
0,000.00 0,000.00 
24 Interest of minority stockholders in affiliated companies 0,000.00 
«ev. Capital 
Common stock outstanding ..... 0,000.00 
Preferred stock outstanding .. . 0,000.00 
Surplus 0,000.00 0,000.00 











TOTAL: GMMR TRUE ITI ic csseicessicscevisenssncnsnasvesnsconsnscansbiciacsens 


TOTAL LIABILITIES 
ntingent Mabilities ..... 









es veseaseeeeee 0,000.00 





$00,000.00 


00,000.00 
$000,000.00 
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6. 


10. 
11. 


. a and b. 


ASSETS 


Definitions 


Represents cash wherever located. 


. Maturing within one year from date of 


statement. Any items maturing after one 
year to be included in Investments. 


. a. Self-explanatory. 


b. Self-explanatory. 

c. Represents all receivables from affiliated 
companies, including accrued interest and 
dividends receivable. 

d.Includes all other receivables not detailed 
above. 

Represent all advances for film 
manufactured outside; liquidated cur- 
rently by withholding producers’ share 
of rentals. 

. and d. Self-explanatory. 


o 


a. Represents actual cost depreciated on a 


scale proportionate to each company’s ex- 
perience table of income receipts. 

b. Self-explanatory. 

c. Negatives in process, studio deferred 
charges, and positive prints in process. 

d. Also includes costumes, properties and 
scenery at studios. 

e. Represents accessories sold when film is 
rented, depreciated on a scale propor- 
tionate to each company’s sales experi- 
ence. 

f. Represents cost, if marketable or usable. 

a. U. S. Liberty Bonds, etc. 

b. Represents securities, other than Gov- 
ernment, which are readily marketable. 
Represents deposits required of company as 
security on contracts, leases and public util- 

ities, etc. 


. a. Schedule. 


b. Schedule. 
c. Maturing after one year from date of 
statement. 


. Less depreciation—separate for exchanges, 


theaters and studios. 

a. At cost. 

b. At cost, plus carrying charges during 
construction. 

ce. Amortized over life of leases (does not 
include renewal). 

d. Depreciated at estimated life. 


Charged currently to expense. 
Detailed schedule. 
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LIABILITIES 


Definitions 


. a. and b.—If past due, state amounts and 


circumstances. 


. a and b.—If past due, state amounts and 


circumstances. 


. For current accounts payable. 


. a. Include admission, excise and other taxes 


accrued and unpaid. 
b. Accrued payrolls unpaid. 
ec. Self-explanatory. 


}. For royalties and rentals payable to pro- 


ducers and authors after previous advances, 
if any, have been recouped. 


. Represents Federal income taxes on pre- 


vious year unpaid. 


. Self-explanatory. 


. Separate for studios, exchanges, theaters, 


etc., and state due dates and on what assets 
a lien. 


20. Separate for studios, exchanges, theaters, 


au 


. Give details. 


etc., and state due dates and on what assets 
a lien. 


. Self-explanatory. 


. Represents advance payments on pictures 


booked, returnable in service, frequently 
traferred from contract to contract. 


. Self-explanatory. 
. With respect to capital and surplus. 


5. Exclude or deduct treasury stock. 


If accounts or notes receiv- 
able have been sold, discounted or assigned, 
furnish all particulars. 











6¢°T“HE Constitution of the United States is the final refuge of every 

right that is enjoyed by the American citizen, and so long as it is 
observed those rights will be secure; whenever it falls into disrespect 
or disrepute the end of orderly organized government, as we have known 
it for more than 135 years, will be at hand. . . . 


The Constitution 





represents a government of law; there is only one other form of authority, 
and that is a government of force. . . . The Constitution is not 
self-supporting. If it is to survive it will be because it has public support; 
it means making adequate sacrifice to maintain what is of public benefit. 
To live under the American Constitution is the greatest political 
privilege that was ever accorded to the human race.” 


—CALVIN COOLIDGE. 
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The Part of the Automobile Financing 
Company in Our Credit Structure 


By Emlen S. Hare 


Vice-president Hare & Chase, Inc. 


ANKS are largely dependent on 

the deposits of the people for 

their funds, and _ automobile 
finance companies are largely dependent 
on the banks for their funds. 

Through experience the people have 
come to consider the banks as an ex- 
cellent place for a certain amount of 
their funds, but all banks do not as yet 
regard automobile finance companies as 
an excellent place for a certain amount 
of their funds. 

The above is a natural condition in 
view of the very recent entry of the 
automobile finance company into our 
business life and a consequent lack of 
understanding as to its purpose and 
functions. 

Many of our larger banks operate 
branches not only for the convenience 
of their depositors and the diversifica- 
tion of their business, but to enable 
them to expand and handle efficiently, 
business comprised of smaller units. It 
is our belief that just as the branch 
supplements the larger bank, so the 
automobile finance company—in matters 
pertaining to automobile finance—sup- 
plements our commercial banking sys- 
tem. 

The following article reproduced 
from the Federal Reserve Bulletin 
under date of January, 1923, touches 
on reasons for the automobile finance 
company and the functions it must ful- 
fill to supplement commercial banking. 
lurther, it points out why the details 
of these functions would be too ex- 
pensive and extensive to be undertaken 
iv the banks themselves. 


“In their fundamental characteristics 
‘nance companies date back both to the 
rlier money lenders in the large cen- 
‘crs and to the ‘factors’ which for fifty 
“ars or more have operated largely in 
(« textile industry. The former were 


chiefly individuals who advanced funds 
and took whatever security seemed most 
satisfactory. Factors often combine 
finance and merchandising by making 
sales for the mills which use their serv- 
ices and by advancing funds to the lat- 
ter for manufacturing operations. These 
advances are made largely against the 
manufacturer's bills receivable, which 
are assigned to the factors. 

“The money lender and the factor 
still remain, but the business of finance 
companies has been placed upon a more 
scientific basis and is now recognized 
as distinct and separate. Their business 
has tended more and more to resemble 
the practices of commercial banks. The 
relation between the two closely re- 
sembles that between cattle loan com- 
panies and banks. 


SUPPLEMENTARY WORK OF FINANCE 
COMPANIES 


“There are in the United States a vast 
number of companies and individuals 
whose resources, or apparent credit 
risk, do not measure up to the stand- 
ard required by banks. It is largely 
these that the finance company is called 
upon to finance. 

“It does not necessarily follow that 
such subjects are not good credit risks, 
but merely that in so far as the bank 
is able to investigate, they do not ful- 
fill the usual requirements. In addi- 
tion, payment of the loans made to 
this class may be spread over a longer 
period than that for which a commercial 
bank will advance funds. The pay- 
ments, too, are probably in small lots, 
such as installments, which must be 
carefully watched and rigidly collected 
when due. Collateral offered as se- 
curity is in small lots, such as a group 
of small accounts receivable. 

“As a result, commercial banks find 
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this class of business unprofitable at 
the usual rate of interest. If they 
charged more, it would lead to legal 
difficulties in some cases, and nearly 
always to dissension among those bor- 
rowers who have to pay the higher 
rate. 

“Finance companies, however, by 
dealing only with this class of custom- 
ers, can charge more without causing 
dissatisfaction among customers. This 
increased income enables them to carry 
the investigation further and to protect 
themselves in making a loan and also 
to watch developments after the loan is 
made. In short, finance companies are 
an intensified part of our commercial 
banking system. 

“The organization which has been de- 
veloped by finance companies to assume 
such a place in our financial structure 
is not on the whole different from that 
found in connection with the loan func- 
tion of commercial banks. The credit 
work is along identical lines and is 
carried out through the same sources. 
Connected with one loan, however, there 
will be in most cases relatively much 
more credit work, especially in connec- 
tion with discounting receivables. 

“No pyramiding of loans is possible 
inasmuch as the companies do not ac- 
cept deposits, and so they actually re- 
duce their cash positions when extend- 
ing loans. The collections of loans re- 
quire additional detail work. Pay- 
ments may be made on an installment 
basis as in the case of automobile financ- 
ing, or they may be made in small lots 
at irregular intervals as the accounts 
fall due. Close supervision is essential 
in either case. 

“Through the ability of finance com- 
panies successfully to carry out such 
closer supervision, they are enabled to 
supplement our commercial banking 
system and to make for themselves a 
distinct economic position in our 
financial organization.” 


The endeavor of the country’s credit 
structure is to see “production” and 
“demand” parallel each other just as 
closely as possible. 


NEED OF UNIFORM PRODUCTION 


In the case of a manufacturer of a 
finished article—such as the automobile 
—it is necessary to make commitments 
for materials several months in advance 
of deliveries. ‘The demand for auto- 
mobiles will always be more or less 
seasonal, yet it is highly desirable from 
the standpoint of efficiency (which af- 
fects price) that the manufacturer 
maintain as closely as possible a uni- 
form rate of production each month of 
the year. 

To do this requires either an unduly 
large amount of capital invested in his 
business, or his dealer’s business (his 
dealers are his only customers) or both, 
or he must obtain credit during those 
seasons when the demand of the ultimate 
consumer is less than the average for 
the year and therefore less than the an- 
nual average of manufacture. 

While over-production is bad for 
everyone it is mostly so for the manu- 
facturer himself, therefore the manufac- 
turer who is successful, is anxious for 
all valuable information which will 
assist him to decide on proper commit- 
ments. In this, his best guide is the 
estimates of his dealers, yet if depres- 
sion comes and cars are hard to sell, 
history shows that dealers refuse to 
take the number the manufacturer has 
produced and which they estimated they 
could sell, the result being that the in- 
ventory on which credit has been ex- 
tended is piled up at the factory where 
it is infinitely harder to liquidate than 
if it had been completed and distrib- 
uted to hundreds of dealer sales outlets, 
in proportion to the potential market of 
each dealer’s territory. 

It is only when a car has been bought 
and paid for by the dealer that the man- 
ufacturer has any real assurance that 
he can effect delivery to the dealer and 
thus place the car where it will be of- 
fered to the ultimate consumer, whose 
payment finally liquidates the credit or 
money involved. 
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REGULAR MONTHLY PURCHASES MADE 
POSSIBLE 


Manufacturers cannot hope to have a 
dealer organization capable of paying 
for and carrying the winter season’s 
production of cars (which is necessary 
to meet the spring demand) unless 
credit facilities are extended to these 
dealers. “Where this is the case the 
dealer backs his estimate of sales by 
regular monthly purchases, and having 
done so he is for the first time really 
committed to sell them. If in the first 
case (where the manufacturer “holds 
the bag”) the dealer refuses to take his 
estimate, we have a frozen credit all in 
one place, namely the factory. 

In the second case where the dealer 
has obtained credit and bought and 
paid for the cars, the credit, in case of 
depression, is very much less frozen, as 
the cars are broadly distributed in com- 
paratively small lots with the dealers, 
who, having bought them, must sell 
them and will do so even though de- 
pression may necessitate a longer period 
to sell than was anticipated. 

In this case the manufacturer may 
cease operations until his dealers have 
marketed the carson hand. To suspend 
under such circumstances means to 
avoid excessive inventories and indebt- 
edness, while at the same time the man- 
ufacturer knows that the many smaller 
loans of his dealers are practically cer- 
tain to be liquidated by the sales which 
they are in a position to make to the 
public; must make if they are to sur- 
vive, and therefore probably will make. 
The manufacturer himself would never 
be in a postion to make them and the 
dealers certainly would not make many 
of them if they were not committed. 

Actual purchases by dealers during 
the “off seasons” are a much more useful 
guide to production than the mere esti- 
mates of dealers who are not financially 
able to take the winter cars necessary 
to meet the spring demand. Such 
dealers, in estimating, always feel that 
if they have overestimated it will cost 
them nothing, and that by estimating 
liberally they will best insure cars being 
pro tuced by the factory during the win- 


EMLEN S. HARE 
Vice-president Hare & Chase, Inc. 

Mr. Hare entered the automobile business in 
the summer of 1906 and continued in that busi- 
ness until the summer of 1922. He then became 
associated with Hare & Chase, Inc., which was 
formed in 1917 for the purpose of financing 
automobile sales made on the time payment 
plan, this company being an off-shoot of the 
insurance firm of Hare & Chase established in 
1867. 

During his automobile experience he has held 
the following positions: Vice-president Commer- 
cial Truck Company of America, Philadelphia, 
Pa.; president Packard Motor Car Company of 
New York; vice-president Packard Motor Car 
Company, Detroit, Michigan; president Hare’s 
Motors, Inc. 


ter in ample volume to fill their spring 
retail orders, if they get them. 

If we are correct in believing that 
the middleman who invests in the goods 
is a better judge of the buying power 
of his territory than the manufacturer, 
and in event of error is in the best posi- 
tion to liquidate, then it naturally fol- 
lows that credit may most efficiently be 
extended to the dealer. 


SOURCES OF DEALER’S CREDIT 


This credit may come from two 
sources, i. e.—1. His bank. Loans with- 
in the line of safety as shown by his 
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financial position as well as by his aver- 
age deposits. 2. The automobile finance 
company. Loans against cars as col- 
lateral. 

Beyond a loan such as the bank is 
justified in making, a great deal of care 
must be exercised (as touched on above 
in the article from the Federal Reserve 
Board) as this loan is very largely de- 
pendent for satisfactory liquidation on 
the ready salability of the car. 

For salability to be assured, the man- 
ufacturer; must be in a strong financial 
position, with no likelihood of forced 
liquidation which might make a hasty 
price reduction necessary. The dealer 
must have sales ability as well as hon- 
esty of purpose. The product must 
be excellent and of established worth. 
The potential market in the dealer’s ter- 
ritory must be capable of absorbing 
within a reasonable time the total num- 
ber of cars purchased by the dealer. 

As it is only under conditions such as 
the above that the better finance com- 
panies will lend dealers, the finance 
companies (studying only and always 
the automobile industry) become of 
value only to the better dealers, and 
in so doing assist the manufacturer in 
determining the proper production. 

It is not only obvious that the above 

method is the right and proper one for 
the finance company to pursue, but when 
it is considered that less than twenty 
manufacturers produce over 75 per cent. 
of the automobiles, there is obviously 
no temptation for a sensible finance 
company to do otherwise. 
’ The above has been largely a discus- 
sion of credits to dealers, which is one 
phase of the activities of automobile 
finance companies. It becomes appar- 
ent that their activities in this phase en- 
courage only sane production. 


FIELD OF AUTOMOBILE FINANCE COMPANY 


Another activity of the automobile 
finance company is financing the sales 
of cars to the ultimate consumer who 
buys on the deferred payment plan. 

We have endeavored to show how a 
comparatively small loan to each of a 


number of dealers with sales facilities, 
is preferable to a large loan to the fac- 
tory, and that one or both are necessary 
because the automobile industry is sea- 
sonal. 

A still smaller loan to many individ- 
uals makes for the liquidation of the 
dealer’s loan, and just as the dealer 
must invest a proportion of the value 
of the car, which becomes collateral 
for the loan, so must the individual 
buyer. It will therefore be seen that as 
the loan is spread over many dealers 
and again over many more individual 
buyers, the total amount becomes less 
and the credit risk not so great. 

In some quarters the opinion prevails 
that the finance company makes it pos- 
sible for individuals who cannot prop- 
erly afford automobiles to purchase 
them, thereby discouraging thrift (of 
which this country is in real need) and 
increasing demand on an unsound basis. 
An investigation of the methods of 
credit investigation of well organized 
finance companies will show conclusive- 
ly that this is not so. 

It is a rare exception when the credit 
application of a buyer is approved un- 
less that buyer has a net worth which 
justifies the credit. 


TYPICAL AUTOMOBILE PURCHASER 


Finance companies undoubtedly fa- 
cilitate the sales of the better automo- 
biles, but they do not in our opinion 
increase them. In this respect the 
figures quoted by the Cleveland Trust 
Company are of interest. These figures 
are based upon many thousands of 
transactions which show that the typical 
purchaser of an automobile, more costly 
than a Ford, may be described as 
follows: 


“He is a married man thirty-three 
vears old. 

“He has a bank account and car- 
ries life insurance. 

“His monthly income is $350. 

“He owns real estate in which his 
equity is $5000. 

“He has personal property worth 
about $2000. 
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“This is not his first car. 
‘He bought the previous car on the 
time-payment plan.” 


Taking the above findings into con- 
sideration it is interesting to note that 
the price of the average car financed 
is approximately $900, and the average 
loan approximately $525. 

Few men coming under the above de- 
scription know how to borrow money, 
and most of them have a praiseworthy 
objection to drawing on their savings, 
preferring to pay out of their income 
rather than capital, even though this 
means curtailing expenses in other ways. 

A few years ago when there were few 
finance companies and very few indeed 
whose methods were satisfactory, it was 
common practice for dealers themselves 
to accept the notes of individual buyers. 
They then endorsed these notes and 
borrowed from their bank as much as 
pessible, using these notes as collateral. 

The dealer or the bank was hardly in 
position to know and see that the proper 
title was obtained by the proper instru- 
ment under the existing laws and condi- 
tions, or that proper insurance against 
fire, theft and conversion was taken. 
They had no adequate means and ex- 
perience to determine the proper credit 
risks or to repossess a car should that 
become necessary, for neither the dealer 
nor the bank—with the limited amount 
of this business that either might ob- 
tain—could afford to employ a special- 
ized organization to cover properly the 
above very necessary functions in the 
handling of time sales. 


SUPPLIES A DEFINITE SERVICE 


The automobile finance company fills 
the above need of banks and dealers. 
It is in reality a service organization 
functining for, and to the benefit of, 
both. The volume of its business per- 
mits of its doing efficiently those things 
necessary to safeguard banks and deal- 
ers at a reasonable charge to the public. 

Manufacturers and dealers are de- 
pendent on sales to the ultimate con- 
sumer for profit and the liquidation of 
their loans. 


About 70 per cent. of the ultimate 
consumers insist on buying on time. It 
therefore becomes apparent that the 
ability of manufacturers and dealers to 
liquidate bank loans (to say nothing of 
making profits) is some 70 per cent. 
dependent on credit being afforded the 
ultimate consumer. 

The automobile industry has suffered 
greatly from unbusinesslike competition. 
The manufacturer with a poor product 
or in weak financial position, or both, 
invariably has attracted the less de- 
sirable dealers. These dealers in an ef- 
fort to obtain business have been prone 
to over-allow on “trade-ins,” (used 
cars) thus giving the public a false idea 
of used car values, which it is hard for 
the better dealers to offset, with the re- 
sult that rather than lose sales the bet- 
ter dealer has frequently over-allowed, 
with sure disastrous results. 

The sooner the industry is freed of 
manufacturers and dealers whose prod- 
uct does not justify its existence on a 
strictly competitive business basis, the 
better for the public, the automobile in- 
dustry and the credit structure of the 
country. Since 70 per cent. of all auto- 
mobile buyers use the time payment plan 
of purchasing, it will be seen that the 
automobile finance company becomes a 
most important factor towards accom- 
plishing this. 

The attitude of the better finance 
companies will facilitate the sale of the 
better products against those of less 
merit, thus tending toward the elimina- 
tion of the undesirable and toward 
stabilizing the industry. 


CONTACT WITH MANUFACTURER 


The automobile finance company 
dealing solely in the automobile in- 
dustry is in daily contact directly or in- 
directly with all manufacturers and 
dealers handling the different makes. 
It knows closely what factories are 
financially strong and well managed and 
is able to judge this at all times in com- 
parison with other manufacturers. A 
manufacturer may seem at first glance 
to be well managed and _ financially 
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strong, but not so if studied in compari- 
son with the competitive manufacturer. 

The finance company knows what 
dealers handling what cars are making 
money, and those handling other cars, 
that are not. It knows the real atti- 
tude and opinion of thousands of buyers 
of the cars they have purchased. It is 
on this knowledge that finance com- 
panies have come to think of the auto- 
mobile industry in terms of less 
than twenty manufacturers and their 
products. 

Undoubtedly a certain number of cars 
are purchased by people who would be 
much better off without them, and by a 
certain number of people who do not 
require them except for extreme con- 
venience. Unfortunately this class ap- 
pears unduly large, as its members are 
associated more closely with business 
executives and people whose opinions 
are of value than with the great ma- 
jority of automobile buyers who need 
cars for useful personal transportation. 


AUTOMOBILES FOR USEFUL 
TRANSPORTATION 


Until ten years ago the automobile 
was known solely as a “pleasure car.” 
It acquired the name in its infancy some 
twenty years or more ago and the name 
has stuck until recently. It is quite as 
unjust today to term it a pleasure car 
as to term a “passenger train” a 
“pleasure train.” In fact, the automo- 
bile never was a pleasure car. Twenty 


years ago when it received that ques- 
tionable title it was so unreliable as to 
be far from pleasant, whereas today 
even the lowest priced cars are so re- 
liable as to justify their being classed 
as a useful addition to the transporta- 
tion of the country. 

Roads, farms, real estate, suburban 
homes and many other economic factors 
have gained immeasurably in value be- 
cause of the automobile, and while we 
are far from being sufficient students of 
economic statistics actually to know, we 
cannot help but wonder if the many in- 
creases in values and efficiency due to 
the automobile, do not outweigh the in- 
vestments of the public in automobiles. 
A man’s neighbors, and his opportunity 
for broadening education, are no longer 
limited to his immediate home environ- 
ment. 

If the great majority of automobiles 
—as we contend—serve useful trans- 
portation purposes, thereby creating 
wealth and opportunity, then by all past 
experiences they deserve financing so 
that they may be purchased from income 
and not capital. This is now and has 
been the approved method of financing 
water, rail and other transportation. 

Aside from the profit to banks 
through the better automobile finance 
companies, banks will find the automo- 
bile finance companies able to serve 
them usefully in many ways through 
their close and constant contact with, 
and study of, this one great and still 
growing industry. 
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The Stock Exchange and the Banker 


By Seymour L. Cromwell 


President of the New York Stock Exchange 


' 


[The following article is taken from an address delivered by Mr. Cromwell at a recent banquet 
held by the Bankers Forum, New York, at the Hotel Astor.—THE EDITOR.] 


ECAUSE of the failure of the 

public to grasp fundamental facts 

there is, particularly in times of 
stress, harsh criticism of the Stock Ex- 
change, and I may add, that the banking 
system and those who compose it also 
come in for their share of the hard 
knocks. It is a popular custom to lay 
at the doors of financial institutions the 
blame for many of the upsets which in 
reality are due to economic causes far 
beyond our control. 

My mail during the past few months 
has been full of protests against declin- 
ing prices on the Exchange. My atten- 
tion has been drawn to the so-called 
assaults on prices on the part of 
traders. I have been told of sinister 
plots against the values of securities. 
Thousands of people have seemingly 
been unwilling to acknowledge that 
there are always in operation numerous 
external forces which make for decline 
in values at times, and for increase in 
values at other times. 

The point cannot be stressed too often 
that the Stock Exchange itself makes 
values neither higher nor lower. The 
Stock Exchange as an institution has 
nothing to do with the making of values 
any more than a clinical thermometer 
has to do with making the temperature 
of a man. The purpose of the Stock 
Exchange is to see to it that as far 
as possible the normal operation of 
economic laws shall have the op- 
portunity to function and _ register 
without interference by artificial in- 
fluence. I admit that to bring that 
about completely will never be pos- 
sible. but the aim of the Stock Ex- 
change throughout its history has been 
to achieve that result, and I believe that 
continual and progressive success has 
been realized in the struggle for that 
attainment. 

4 
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These are problems for bankers to 
grapple with, but they are problems in 
which the public has a vital interest and 
upon which it might well be enlightened 
in order to assure support for the best 
solution. 

The Stock Exchange and the banking 
system are sustaining props of our en- 
tire industrial world. In order that 
these institutions may remain staunch 
props, let us bend every effort to inter- 
pret them so that the public will appre- 
ciate their true significance as agencies 
for the service of the people and the 
advancement of the public’s welfare. 

The Stock Exchange has a special in- 


au 





50 THE BANKERS MAGAZINE 


terest in maintaining a sound and honest 
currency, because it is a security market 
whose listed stocks and bonds are being 
exchanged for money every day. In 
times of business depression, particular- 
ly on our farms, the perennial fallacy 
of currency inflation and “soft money” 
can be expected to reappear, and it is 
reappearing today. 

The low price of farm products is 
wrongfully blamed on credit, instead of 
on what many consider to be the real 
root of the trouble—the inability of 
European customers to buy. Our 
farmers are nevertheless led to think 
that such an agricultural depression as 
the present could be prevented by some 
different system of banking and credit, 
and consequently are apt to lend a 
sympathetic ear to radical and unsound 
proposals to that effect. 


MENACE OF CURRENCY INFLATION 


Sensitive to all the economic forces 
and cross-currents of our national busi- 
ness life, the stock and bond markets on 
the Exchange are particularly affected 
and menaced by currency inflation, The 
New York Stock Exchange, as the pri- 
mary securities market of the United 
States, would be doing less than its duty 
to America if it failed to point out the 
vast danger to the entire American in- 
vestment public, of current proposals to 
inflate our money. The Stock Exchange 
has no more fondness for “watered 
money” than it has for “watered stock.” 

The call loan market is sometimes 
very short-sightedly looked upon as 
serving to finance mere speculation. In 
reality it is a fundamental necessity in 
the distribution of securities, which, like 
every other commodity, pass initially 
through the hands of speculative deal- 
ers, and thus are carried by speculators 
of one type or another until purchased 
and taken “off the market” by investors. 
In this respect, call funds perform the 
same sefvices in aiding the distribution 
of securities as do commercial funds in 
the distribution of merchandise. With- 
out the continued service of funds in the 
call loan market as a sort of permanent 


revolving fund, the flow of capital into 
large-scale American industry and com- 
merce would be completely impossible. 

For forty years, practically single 
handed, the Stock Exchange has fought 
the bucketshops. Single-handed it 
drove out of business the old type of 
bucketshop, the type that never bought 
or sold securities and simply retained 
the public’s money, and today it is 
fighting the new and more dangerous 
kind of bucketshop, more efficient in 
covering its thefts than the old type, 
because it buys and sells securities while 
reversing the operation in dummy ac- 
counts, more of a menace on account of 
the support which it appears to receive 
from men who are in a position to give 
it some measure of protection, and 
whose standing would encourage public 
confidence in the swindle. 


HOW BANKERS CAN BLOCK BUCKETEERS 


May I suggest to bankers the exer- 
cise of greater discrimination as to 
whom they shall accept as customers? 

Banking facilities are necessary, even 
to the bucketing crowd. Failure to ob- 
tain adequate banking facilities would 
do much toward restricting their opera- 
tions. Tighter discrimination by bank- 
ers as to the type of security upon 
which they extend credit would be a 
handicap to bucketeers. It is well to 
remember that the character of a man 
is not to be judged solely by the size 
of his bank balance. Draw the line 
tighter against certain types of deposi- 
tors, and you will be striking a blow at 
swindlers. 

And here I might repeat an aphorism 
of the head of one of our brokerage 
houses, who said to the manager of his 
branch office, ‘““The time to be worried 
about a man is not when his margin is 
running low, but before you put his 
name on your books.” 

During the past year—perhaps as a 
natural sequence to the many failures of 
bucketshops, with consequent enormous 
losses to the public—there has been 4 
persistent attempt to give currency to 
the story that the losses to customers of 
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Stock Exchange houses have formed a 
large percentage of the total losses. 

I have found that the people who 
have spread the story of large losses of 
Stock Exchange customers, have merely 
compiled a list of the liabilities of the 
houses which have failed, not taking 
into consideration at all the assets. For 
the past three years the sales of listed 
securities upon the Exchange show a 
percentage of loss to the business 
handled of just about 214 one thou- 
sandths of 1 per cent.—a proportion of 
loss to risk so small that I doubt if it 
has ever been approximated in any 
other business; and when it is borne in 
mind that this average loss includes 
iosses from dealings in commodities, un- 
listed securities and syndicate commit- 
ments, none of which is rightly attrib- 
utable to operations on the Exchange, 
it will be seen that even that small per- 
centage of loss should be further re- 
duced. As an example, in a recent 


failure of a Stock Exchange house, with 
liabilities of nearly $8,000,000, only 


$750,000 (or less than 10 per cent.) 
was commitments in listed securities, the 
balance being largely commitments in 
unlisted securities, and so far as our 
present information indicates, the settle- 
ment in this case will show no losses 
whatever to creditors. 

The remarkably high percentage of 
cash payments in Exchange failures is 
well known. The fact must also not be 
lost sight of, that these cash payments 
are made after large amounts of securi- 
ties have been returned to customers. 
Failures on the Stock Exchange during 
recent years have not been isolated in- 
stances of business insolvency, but were 
the result of conditions in American 
business which have brought about fail- 
ures in all lines of endeavor in even 
larger proportions, including banking. 


TWO MAIN POINTS OF CONTACT 


fhe two main contacts between the 
banking system of the country and the 
Stock Exchange are, first, the loans that 
are 1oade by the banking institutions on 
securities listed on the Exchange, and, 


secondly, the relationship that grows up 
through the issuing of securities. Upon 
the Stock Exchange is often placed re- 
sponsibility for the sins of others. 

No one appreciates more than I how 
important is the role of the issuing 
houses in the development of our in- 
dustries. ‘The economic function of the 
investment banker is so definite that his 
responsibility is proportionate. His 
service to the organization of industry 
with its large capital requirements is 
essential, but he is apt to exaggerate 
that service and subordinate his obliga- 
tion to the investing public. The un- 
derwriting price paid for an issue of 
securities is often so high that the sell- 
ing companies of necessity must enlist 
the services of trained salesmen working 
on commission, and the interest of the 
underwriters is so absolutely centered 
on the selling of the particular security 
and the interest of the salesman is so 
concentrated on his commissions that 
the welfare of the investor is lost sight 
of. I often feel that investors lose 
their money not so much because prices 
decline unduly, as because they are 
persuaded to pay unjustifiably high 
prices for securities. 

The sum total of this is that while 
funds are gathered in large amounts for 
the financing of industry, the very 
necessary function of caring for the 
funds of those who put up the money 
is not fulfilled. Incidentally, the search 
for profits leads to much financing 
which should never be done. Some- 
times the sight of a profitable piece of 
business leads to the overlooking of the 
fact that the industry seeking funds is 
not in sound shape, or conditions within 
the company itself are slurred over and 
are not given the importance they war- 
rant. Again, because someone wants to 
keep voting control or for other rea- 
sons, bond issues are put out by com- 
panies which, because of the risk of the 
business, should be financed only by 
common stock. Risks are placed on in- 
vestors who are deprived of commen- 
surate return. Financing is arranged 
for many companies which would better 
serve the community if they were sold - 





52 THE BANKERS MAGAZINE 


to and became a part of larger units. 
It would be easy to extend the list of 
unsuitable types of financing, to greater 
length. 

I shall always feel that the interests 
of the investor could in some way be 
better safeguarded and I believe that it 
will mean much to banking when the 
present method is considerably modified. 


FIGHTING FRAUDULENT SECURITIES 


While the Stock Exchange has no di- 
rect interest in the matter of the issue of 
fraudulent securities, it has always 
borne its share of the fight against 
this evil which has brought so much 
disaster to the investing public. The 
methods of the Stock Exchange are sim- 
ple and effective. In order to study 
the operation of blue sky laws through 
the country, a committee of seven mem- 
bers of the Board of Governors sat 
many months in 1922. They had be- 
fore them legislators, blue sky com- 
missioners, bankers, members of issuing 
houses, and all those who seemingly 
could throw light on this situation. 

The findings of this committee cov- 
ered four volumes, which were even- 
tually boiled down to a concise report, 
and showed varying conditions of ef- 
ficiency of blue sky laws, according to 
localities. 

Again, in order to find out the exact 
workings of the British Companies Act, 
the Stock Exchange employed investi- 
gators in England, who obtained opin- 
ions from those who had watched the 
operation of this act. 

I, for one, am convinced that there 
is much in the British Companies Act 
which can be made useful for our pur- 
poses, although, of course, the fact 
that we have different laws in different 
states will make considerable modifica- 
tio necessary; but the general prin- 
ciple that sworn statements must be 
filed coincident with the issue of securi- 
ties, and that statements shall give ade- 
quate information concerning the flota- 
tion and the financial position of the 
issuing companies or parties, and semi- 
annually thereafter give information 


concerning their operation and earnings, 
is sound. Officials of companies whose 
securities are offered for sale would im- 
mediately lay themselves open to pun- 
ishment and could easily be reached 
by the present laws if they furnished 
doctored information to bolster up a 
swindling promotion. 


REPORTS OF CONDITION BY COMPANIES 


The stockholders of companies are 
extraordinarily apathetic in their atti- 
tude about periodical statements of the 
companies in which they are interested. 
I personally believe that we of the 
Stock Exchange do not take drastic 
enough action where companies fail to 
fulfill their obligations to the public in 
the way of reports. I have little sym- 
pathy with the companies which claim 
that it is difficult to make reports on 
account of seasonal business, or because 
they would be giving information to 
rivals. 

I believe that where a company whose 
stock is listed on the Exchange is re- 
luctant to give to the public such re- 
ports, that a public announcement of 
such fact should be made, giving the 
stockholders an opportunity to take the 
matter up for themselves, and if after 
a certain period the demands of stock- 
holders are not complied with, that then 
the stock should be stricken from the 
list. 

I realize the loss of confidence in the © 
company that might be entailed by such 
a procedure, but I believe one lesson 
of this kind would be sufficient and that 
from that time on the stockholders of 
delinquent companies could demand and 
obtain the information which is their 
right. 

Our railroad companies are compelled 
by law to give publicity to every im- 
portant factor concerning their opera- 
tions. Our greater industrial corpora- 
tions also set an admirable example in 
the extent to which they are increasing- 
ly giving intimate information concern- 
ing their finances. 

The normal operation’ of the Stock 
Exchange calls for the greatest vigor at 
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all times in the attempt to secure for 
the benefit of investors adequate pub- 
licity for all pertinent information con- 
cerning companies whose securities are 
listed thereon. Until recently the Ex- 
change never had to concern itself with 
government securities on any large 
scale, aside, of course, from those is- 
sued by the United States Government. 
Of recent years, however, there has been 
injected into the situation an entirely 
new element, which gives the Stock Ex- 
change much reason for thought. For- 
eign government securities on a large 
scale have, during the past few years, 
been listed. These securities are floated 
through banking syndicates and sold 
through distributing houses. At the 
time they are sold, the responsible bank- 
ing houses distribute much information 
concerning the financial conditions pre- 
vailing in the countries whose securities 
are issued. After the issue is floated, 
however, and the syndicate dissolved, 
the public has no definite and respon- 
sible method of obtaining information 
concerning the state of financial health 
of the countries whose securities they 
have bought or may consider buying. 

I feel, therefore, that the Stock Ex- 
change may well impose as a condition 
of listing foreign securities that from 
time to time the American investing 
public shall have placed at its disposal 
responsible, authoritative and adequate 
information concerning the finances and 
budgets of the governments whose se- 
curities are offered. 

It will always be defficult to protect 
the small investor, but he must have the 
information which shall make it possible 
for him to invest with his eyes open. 


THE SMALL MAN IN THE STOCK MARKET 


I am often asked what protection the 
small man has in the stock market. 
First of all, the small man should not 
be in the stock market except as an in- 
vestor. I believe that great harm is 
cone both to the public and to the 
brokerage business by catering to the 
man of small means who does not buy 
outright, and who, after all, must be 


only a gambler under the circumstances. 
Let us leave the small investor strictly 
to normal’and old fashioned investment 
methods. Remember that the small in- 
vestor has grown in numbers from a 
few hundred thousand before the war 
to many millions today. Temporary 
profits from the encouragement of trad- 
ing by such clients are at the expense 
of good business principles, and, ulti- 
mately, at the cost of the business itself. 
Individual fortunes in the modern 
world must produce greater benefits and 
facilities for everyone—they must en- 
sure a higher universal standard of liv- 
ing. It is the user rather than the owner 
of wealth who obtains the principal ben- 
efits from it. Wealthy men can only 
direct the uses to which their wealth 
shall be put, and in general the amount 
of wealth they possess will be directly 
dependent upon the efficiency with 
which their fortunes are made to yield 
benefits to everyone. It is at this point 
that the high surtaxes on income in this 
country have caused so much economic 
harm. They have largely deprived the 
owners of wealth of a free and intelli- 
gent choice of the uses to be made of 
their fortunes. Through self-preserva- 
tion, such large fortunes have been, in 
the past few years, largely diverted into 
tax-exempt securities which in the main 
represent non-productive and wasteful 
enterprises. This paralysis in the ef- 
ficient investing of large fortunes has in 
turn reacted heaviest upon the great 
masses of the people, who would nor- 
mally benefit most from their employ- 
ment in productive enterprises. The 
men of large fortunes have in most 
cases succeeded in preserving their for- 
tunes intact, but for the less wealthy 
rank and file, industrial progress has 
been perceptibly halted, prices have re- 
mained high enough to discourage pop- 
ular consumption, and the burden of 
actual taxation has in the meanwhile 
fallen upon those less able to bear it. 


HOSTILITY TO PRIVATE INITIATIVE 


There appears to be a growing hos- 
tility to private initiative in business, 
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and attempts are being made—which 
are partially successful—to impose re- 
straints and restrictions on business and 
to substitute a political paternalism 
which is dangerous. It is of little use 
to protest against this growing tendency 
toward restraint in business unless we 
intend to make our protest effective. 
We cannot expect to eliminate an- 
tagonism to business and to private 
initiative in business if we are indif- 
ferent to the selection of the men who 
are to represent us in the legislatures 
and in executive offices. It is not neces- 
sary nor desirable that we should set 
up a particular set or bloc and seek to 
send to the legislatures and to Congress 
men who are pledged to our ways of 
thinking and to our plans of action, 
but we should elect men who have some 


economic background, who understand 
the delicate structure on which business 
rests and which is so easily disturbed, 
men who will have the courage to de- 
mand a square deal for all sections of 
the country. I am not preaching par- 
tisan activity—I am asking rather for a 
personal activity which will bring 
about more representative legislatures 
and a more representative Congress. 
Civic indifference promotes rule by a 
minority, which is unhealthy and dan- 
gerous. The task of the Stock Ex- 
change and the task of the banker, as I 
take it, is to uphold the highest 
standards of American business. We 
have many problems in common. Let 
us work them out intelligently, courage- 
ously and in co-operation. 


au 


Revisions Made in Questionnaire Sent to New York 
Stock Exchange Members 


EVERAL new rules have _ been 

adopted by the board of governors 
of the New York Stock Exchange in 
connection with the filing of answers to 
the questionnaire covering the financial 
position of member firms doing business 
with the public, according to recent re- 
ports in the financial district of New 
York. 

Under the new rules, the member firm 
receives the questionnaire generally on 
the first of the month, and his answer 
must cover his position as of the close 
of the previous month. Under the old 
system, it is understood, the member 
generally received notice to file his an- 
swers as of a date which was under- 
stood to have been ten days from the 
date of receiving the questionnaire. 
Under this system the member firm had 
an opportunity to liquidate weak ac- 
counts and “sweeten” its collateral. 
This opportunity is done away with 
under the new system. 


The latest questionnaires are also re- 
ported to contain several new items. The 
most important addition is one which 
has to do with the amount of money 
borrowed by brokers on customers’ se- 
curities. In this connection the ques- 
tionnaire says: 

“What steps are your firm taking to 
comply with that part of the resolution 
of the Governing Committee of July 27, 
1921, which declares—‘that an agree- 
ment between a Stock Exchange house 
and a customer * * * does not justify 
the Stock Exchange house in pledging 
or loaning more of such securities than 
is fair and reasonable in view of the 
obligations of the customer to the 
broker.’ ” 

The Stock Exchange inaugurated the 
sending out of questionnaires to its 
members in the autumn of 1922 for the 
purpose of keeping in closer touch with 
the financial condition of members, to 
prevent unsafe practices. 
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Facts and Views About Banking* 
By Henry M. Dawes 


Comptroller of the Currency 


EARNINGS OF NATIONAL BANKS 


N the past year, notwithstanding the 
writing off of some $160,000,000 
losses and depreciations, the net ad- 

dition to the profits of national banks 
was $203,500,000, exceeding by about 
$20,000,000 the addition to profits in 
the year 1922. From the earnings, divi- 
dends were paid to the amount of $179,- 
000.000, the maximum amount ever paid 
in any year in the history of the na- 
tional banking system, and exceeding 
by $13,000,000 the amount paid in 
1922. 
* * * * 


COMPULSORY MEMBERSHIP OF FEDERAL 
RESERVE SYSTEM 


The membership of the state banks 
is a voluntary membership, and one 
from which they can, at pleasure, with- 
draw. The membership of the national 
benks is compulsory. If a state bank 
desires to withdraw from the system it 
has simply to send formal notice to the 
Tederal Reserve Board and proceed in- 
dependently, whereas the only way the 
interests controlling a national bank can 
withdraw from the system is by going 
out of business as a national bank. This 
procedure would involve the possibility 
of considerable loss on the part of the 
individual national banking institution, 
and any group of directors would sub- 
mit to very considerable inconvenience 
and hardship before following such a 
course. 

It seems hardly necessary to make 
the assertion that the stability and per- 
manence of the Federal Reserve System 
would be iufinitely greater if its entire 
membership were on a compulsory basis. 


: 2 2 = 


No INHERENT CONFLICT BETWEEN STATE 
AND NATIONAL SYSTEMS 


‘here is a natural disposition to at- 
tri ote to national and state banks an 
an‘ gonistic attitude toward one an- 


other. In states where the two operate 
on a basis of reasonable equality this 
does not exist, and there is nothing in- 
herent in the general situation which 
justifies such an attitude. The flexibility 
of the national banking system in meet- 
ing the diversified conditions in the 
United States has been very great, but 
it is doubtful if the law could be so 
modified as to produce such a degree of 
flexibility that all of the banks of the 
United States could operate under one 
law in such a way as to meet the dif- 
ferent community requirements as well 
as is being done under the present sys- 
tem of national and state banks. The 
present efforts of the Federal Reserve 
System are directed toward co-ordinat- 
ing and reconciling the operations of 
banks under the various state laws with 
those of the national banks. As far as 
general operations are concerned, the 
one important point upon which the 
interests of banks operating under some 
state charters are prejudicial to the in- 
terests of the national banks is that of 
branch banking. 

The National Bank Act does not per- 
mit national banks to engage in the 
exercise of general banking functions 
beyond the limits of the municipalities 
in which they are located. They can 
not, therefore, enter the general 
field of branch banking. Except for 
the national banks the Federal Reserve 
System could not have been organized, 
and if a condition is permitted to de- 
velop which should seriously and per- 
manently cripple the national banking 
system it would be a direct and pos- 
sibly fata! blow to the Federal Reserve 


System. 
* * * * 


OUR GRADUAL BANKING DEVELOPMENT 


The development of the American 
banking system has been an evolution- 





*Taken from the Annual Report of the Comp- 
troller of the Currency. 
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ary process, and the pre-eminent 
strength which it possesses in world 
finance at the present time is in large 
measure due to the fact that it took its 
form in a gradual and orderly way, 
meeting, by practical adjustment, con- 
ditions as they developed. It is dis- 
tinctly not an adaptation of any foreign 
system, nor is it a structure conceived 
and built by any individual or group of 
individuals at a given time involving the 
rigid enforcement of a ready-made 
theoretical plan. Under our system of 
banking the most stable and most rapid 
economic development that the world 
has ever seen has taken place. 

From time to time efforts have been 
made to substitute for the old machinery 
a system which might seem to be 
theoretically and technically more per- 
fect. The frontal attacks of the pro- 
ponents of foreign banking systems have 
invariably broken down without, in any 
substantial manner, permanently modi- 
fying or affecting the general principles 
of American banking. The genius of 
the American people for independence 
in matters of local self-government is 
thoroughly ingrained and will never 
succumb in any clean-cut issue where 
the choice rests between centralized 
control and personal and community in- 
dependence. 

* * * * 


MENACE OF BRANCH BANKING 


Unless the state member banks enter 
into branch banking there is in my judg- 
ment no material divergence of interests 
between the state and national banks. 
If, however, state member banks engage 
in unlimited branch banking it will mean 
the eventual destruction of the national 
banking system and the substitution for 
it, and eventually for the Federal Re- 
serve System, of a privately owned and 
highly centralized financial control of 
the banking machinery of the United 


States. 
* * * * 


BRANCH BANKING MONOPOLISTIC 


Branch banking is in vogue in Eng- 
land, Scotland, Ireland, Canada, Aus- 


tralia, New Zealand, France, and other 
parts of continental Europe. It is un- 
derstood that it is also in operation in 
the Latin-American countries. Accord- 
ing to figures published in the Bulletin 
of the American Institute of Banking 
for July, 1923, in 1842 there were in 
England 429 banks and in 1922 only 
twenty banks with about 7900 branches. 
Of these twenty banks, five controlled 
practically all of the banking of the na- 
tion. In Scotland there are only about 
nine banks with about 1400 branches, 
and in Ireland about nine banks with 
about 800 branches. 

In 1885 in Canada there were forty- 
one independent banks. Under the 
operation of branch banking the number 
was reduced to thirty-five by the year 
1905. According to recent information 
there are in Canada today only fourteen 
banks, operating about 5000 branches. 
There are no independent unit banks in 
western Canada, in fact none west of 
Winnipeg. Banking control through the 
branch system is concentrated in the 
cities of Montreal and Toronto. 

Branch banking is, in its essence, 
monopolistic. The financial resources 
of a number of communities are put 
under the control of a single group of 
individuals. Funds liquidated in one 
community may be used to develop 
other communities at the discretion of 
the officers of the central bank. The 
economic development, therefore, of a 
given territory under the control of a 
branch would depend upon the policy 
of the bank. The bank would have the 
power to retard or to encourage the de- 
velopment of a given community or in- 
dividual enterprise. In this connection 
it has been well said that if the sudden 
creation of great branch banking sys- 
tems resulted in withdrawing funds 
from the support of rural communities 
in order that they may be invested in 
self-liquidating commercial paper orig- 
inating elsewhere, then it will be true 
that sound abstract banking principles 
will have been applied, but at a cost 
to the future development of the rural 
communities that will far outweigh any 
advantages that may be gained. 
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NATIONAL BANKS AND THE FEDERAL 
RESERVE SYSTEM 


The national banks of the United 
States have a record of service and ac- 
complishment without a parallel in the 
history of finance. No group of insti- 
tutions operating under a single law has 
ever marshaled the resources and 
mobilized the wealth that they have 
done. In this achievement the opera- 
tions of all of the component banks 
have been made to conform as closely 
as is humanly possible to a single 
standard. This has been accomplished 
without developing a rigidity of prac- 
tice which would interfere with the in- 
dependent action necessary to meet the 
requirements of communities, which 
vary in our country all the way from 
the fully crystalized and finished state 
of older settlements to the new pioneer- 
ing and developing sections. It is not 
possible that an organization with such 
a proud record of accomplishments 
should overnight complacently surren- 
der its independence, or could without 
a wrench adjust itself to either a sub- 
ordinate or co-ordinate relationship with 
any new system, however well conceived 
and wisely administered the new in- 
strumentality might be. 

The Federal Reserve System, on the 
other hand, is a new conception, con- 
trolled by men of imagination and in- 
dependence and possessing the virile 
and aggressive characteristics of youth. 
The national banking system, which has 
behind it the traditions of sixty years of 
successful operation, is required to com- 
promise and conform its policies and 
operations to those of this new organiza- 
tion. It is a situation which must con- 
tain the elements of conflict, and the 
ultimate adjustments can only be made 
by experimentation, mutual understand- 
ing. and a devotion to a common cause. 


* *&*+ & 


AGGNEGATE ASSETS AND LIABILITIES OF 
NATIONAL BANKS 
" = 


aggregate assets of national 
ban! 


on September 14, $21,712,876,- 


000, were in excess of the amount re- 
ported at the date of any call since 
November 15, 1920, with the exception 
of December 29, 1922, when the amount 
was $21,974,957,000, and show an in- 
crease in the year of $786,777,000. 


- = =. | 


SAVINGS DEPOSITORS AND DEPOSITS IN 
NATIONAL BANKS 


Of the 6083 national banks reporting 
savings deposits on June 80, 1923, 4437 
banks were maintaining separate sav- 
ings departments. The number of de- 
positors was 9,901,777, the amount of 
savings deposits, $3,645,648,000, and 
the average per cent. rate of interest 
paid on savings deposits was 3.73. The 
increase in the number of depositors in 
the past year was 1,026,689, and the 
increase in the amount of deposits, 
$599,001,000. The interest rate, June 
30, 1923, compares with 3.71 June 30, 


1922. 
* * * 


EARNINGS, EXPENSES, AND DIVIDENDS OF 
NATIONAL BANKS 


Statistics with respect to the profit 
and loss accounts of national banks in 
the year ended June 30, 1923, show that 
the past year has been a profitable one. 

The percentage ratio of net addition 
to profits to capital and surplus was 
8.48, compared with 7.79 June 30, 1922, 
and the percentage of dividends to cap- 
ital and surplus was 7.47, compared 
with 7.04 a year ago. 

The gross earnings of 8238 national 
banks in the year ended June 30, 1923, 
were $1,049,408,000, showing a reduc- 
tion since June 30, 1922, of $17,860,- 
000. These earnings were accumulated 
from the following sources: Interest 
and discount, $939,552,000; exchange 
and collection charges, $15,261,000; 
foreign exchange profits, $11,296,000; 
and other earnings, $83,299,000. From 
these earnings, expenses paid amounted 
to $736,582,000, or $3,592,000 in ex- 
cess of the amount a year ago. Salaries 
and wages paid amounted to $202,117,- 
000 ; $25,685,000 was in payment of in- 
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terest and discount on borrowed money ; 
$320,031,000, interest on deposits ; $67,- 
412,000, in payment of taxes; and 
$121,337,000, other miscellaneous ex- 
penses. 

The net earnings after payment of 
expenses and with the addition of $51,- 
100,000 recovered on charged-off assets 
amounted to $363,926,000, a reduction 
in the year of $12,134,000. 

Losses charged against net earnings 
during the year aggregated $160,438,- 
000, or $31,952,000 less than a year 
ago. Of these losses $120,438,000 were 
on account of loans and discounts, a re- 
duction of $14,770,000 in the year; 
$21,890,000 on bonds and securities, a 
reduction of $11,554,000 since June 30, 
1922; and other losses amounted to 
$19,011,000, including $2,064,000 on 
foreign exchange. 

After payment of the losses referred 
to the net addition to the profits amount- 
ed to $203,488,000, or $19,818,000 
more than in the twelve months ended 
June 30, 1922. Dividends were de- 
clared to the amount of $179,176,000. 
The amount of dividends declared dur- 
ing the past year is in excess of the 
annual dividends declared by national 
banks in any year since the beginning 
of the system, and exceeded by $13,- 
292,000 the amount declared during the 
previous year. 


* * * * 


NATIONAL BANK FAILURES 


Fifty-two national banks, with aggre- 
gate capital of $3,205,000, were placed 
in charge of receivers during the year 
ended October 31, 1923. 


* + %+ 


ORGANIZATION AND LIQUIDATION OF 
NATIONAL BANKS 


In the years covered by the opera- 
tions of the national banking system, 
1863 to 1923, the number of national 
banks organized was 12,455, of which 
8264 are in active operation. Of the 
4191 not in existence some 3530 were 
closed by voluntary liquidation, gen- 


erally for the purpose of reorganizing 
or amalgamating with other banks, na- 
tional or state. In this sixty-year 
period the number of failures was only 
711, or 5.71 per cent. of the total num- 
ber chartered. 

It is of further interest to note that 
as a result of careful supervision and of 
directorial management, etc., the assets 
and other resources of these failed 
banks paid to their creditors average re- 
turns of approximately 83 per cent., as 
indicated by the final reports of fully 
liquidated receiverships, these closed 
receiverships representing nearly 90 
per cent. of the total. 

Between December 1913, the date of 
the passage of the Federal Reserve Act, 
and November 1923, the number and 
authorized capital of the national bank- 
ing associations increased from 7513 
and $1,069,000,000 to 8264 and $1,- 
343,000,000, respectively, and the total 
volume of their assets from $11,301,- 
000,000 to $21,700,000,000. While in 
this period the number of banks or- 
ganized was 1998, the net increase by 
reason of consolidations, liquidations, 
etc., was about 750. 


eS 2 ¢ * 


LABOR BANKS 


Banks have been organized which 
represented in stockholdings and man- 
agement particular interests, but not 
uritil within the last half decade have 
any been organized in the direct interest 
of organized labor. It has been stated 
that at the present time there are about 
a score of such banks in operation. 
Officers and members of the Locomotive 
Engineers’ Brotherhood formed in 
Cleveland the initial national bank by 
such interests. This was followed by 
the organization of the Transportation 
National Bank of Minneapolis, the 
Labor National Bank of Three Forks, 
Mont. (by railway employees), the 
Telegraphers National Bank of St. 
Louis, Mo., and the Brotherhoods Na- 
tional Bank of Spokane, Wash. Other 
similar banks in existence were organ- 
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ized and are operating under the laws 
of the states. 

The organization, rights, and powers 
of these national banks differ in no 
respect from those of other national 
banking associations. 


*&* + & 
FEDERAL RESERVE SYSTEM 


Since the inauguration of the Federal 
Reserve System the resources of the 
twelve Federal Reserve Banks have 
grown from $270,018,000, in November 
1914, to $5,091,267,000 on October 31, 
1923. 

The gross earnings of the Federal 
Reserve Banks from November 1914, 
to June 30, 1923, were $572,900,000, 
and current expenses (salaries $81,800,- 
000 and all other expenses $71,500,- 
000) totaled $153,300,000. The annual 
rate of dividend paid was 6 per cent., as 
provided by law. The Government has 
received from the franchise tax $135,- 
300,000. 

The paid-up capital stock of the 
banks on June 27, 1923, the date of the 
last report nearest to the close of the 
fiscal year, was $109,427,000, and the 
surplus $218,369,000. 


oe oe 2 


STATE (COMMERCIAL) BANKS 


The resources of state (commercial) 
banks in the several states and terri- 
tories June 30, 1928, aggregated $14,- 
162,862,000, an increase in the year 
of $1,098,456,000, although the number 
of reporting banks shows a reduction of 
189. 


Se & 8 @ 


LOAN AND TRUST COMPANIES 


The abstract with respect to the con- 
dition of loan and trust companies for 
the current year includes the returns 
from this class of financial institutions 
in Florida, Kentucky, Oklahoma, and 
Idaho, heretofore included under the 
heading of state (commercial) banks. 
The increase of ninety-three in the num- 
ber of reporting companies and of re- 


sources from $8,533,850,000 to $9,- 
499,259,000 is partially due to this fact. 


* + + 
STOCK SAVINGS BANKS 


The number of stock savings banks 
shows a reduction in the year ended 
June 30, 1923, of thirty-seven, but total 
resources were increased $206,761,000, 
or to $1,790,683,000. Two states, 
Florida and New Mexico, furnished 
separate statistics with respect to this 
class of banks, which were not furnished 
in 1922. 

* * * *& 


MUTUAL SAVINGS BANKS 


The total resources of 618 mutual 
savings banks on June 30, 1923, were 
$6,904,825,000, compared with  re- 
sources of 619 banks on June 30, 1922, 
of $6,351,648 ,000. 

Loans and discounts, including over- 
drafts, show an increase of $358,152,- 
000 and amounted to $3,360,898 ,000. 

Investments in bonds and securities 
of $3,186,872,000 show an increase of 
$179,579,000, and banking houses, fur- 
niture, and fixtures, amounting to $55,- 
650,000, show an increase of $6,566,- 
000, while other real estate owned, 
amounting to $7,282,000, shows a re- 
duction of $3,348,000. 

Balances due from banks show a re- 
duction of $4,248,000; checks and other 
cash items, $40,000, including clearing- 
house certificates, and cash on hand, $5,- 
472,000. Other miscellaneous assets 
were increased $21,988,000 and amount- 
ed to $71,744,000. 

Surplus funds and undivided profits 
of $496,513,000 and $107,973,000 
show respective increases of $28 ,320,- 
000 and $15,777,000. 


* * + * 


DEPOSITORS AND DEPOSITS IN MUTUAL 
AND STOCK SAVINGS BANKS 


On June 30, 1923, the total number 
of depositors in mutual and stock sav- 
ings banks was 13,340,332 and the 
amount of deposits to the credit of these 
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depositors $7,897,909,000. The aver- 
age balance to the credit of depositors 
in the mutual savings banks was $625.26 
and in the stock savings banks $490.22. 
The increase in the number of deposi- 
tors was 801,335 and the increase in the 
amount of deposits $716,661,000. The 
interest rates paid by these banks run 
from 3 to 5 per cent. 

Considered in connection with the 
material increase in the deposits of 
these banks and in the number of de- 
positors since June 30, 1914, these 
figures indicate a greater tendency 
toward thrift and saving by the Ameri- 
can people, especially in view of the 
fact that the deposits of these two 
classes of banks are 52.20 per cent. of 
the total savings deposits in all re- 
porting banks. 

The increase in deposits of mutual 
and stock savings banks between 1914 
and 1923 was $2,964,024,000, or 60.07 
per cent., and the increase in the num- 
ber of depositors was 2,230,833, or 
20.08 per cent. 


* * * * 


PRIVATE BANKS 


The returns from 604 private banks 
show total resources of $165,516,000, 
a reduction of sixty-nine in the number 
of banks, and of $20,015,000 in re- 
sources. 


ALL REPORTING BANKS OTHER THAN 
NATIONAL 


The combined resources of all report- 
ing banks other than national, including 
state (commercial) banks, mutual and 
stock savings banks, loan and trust com- 
panies, and private banks, aggregated 
$32.523,145,000, or 60 per cent. of the 
total resources of all banks, exclusive of 
Federal Reserve Banks. The increase 
in total resources in the year was $2,- 
803,788,000, although the number of 


reporting banks was reduced by 208. 
* * & # 


ASSETS OF ALL BANKS INCLUDING 
FEDERAL RESERVE BANKS 


The total resources of 30,190 report- 
ing banks, including the twelve Federal 
Reserve Banks, aggregated $59,072,- 
413,000 on June 30, 1923, and although 
the reduction in the number of banks 
in the year was 211, aggregate assets 
show an increase of $3,742,198,000. 


* * %* * 


MONEY IN THE UNITED STATES 


Of the total stock of money in the 
United States June 30, 1923, amount- 
ing to $8,603,703,000, approximately 50 
per cent. was in gold coin and bullion; 
about 30 per cent. represented Federal 
Reserve notes and Federal Reserve 
Bank notes, and of the remainder, the 
largest items were national bank notes 
$747,440,000 and silver $761,072,000. 
Of the stock, 4.46 per cent. was held 
in the Treasury; national and other 
reporting banks held 9.03 per cent.; 
Federal Reserve Banks and agents, in- 
cluding amounts held in Treasury for 
account of these banks and agents, 40.57 
per cent.; and the remainder was in 
general circulation. 

Since June 30, 1914, the monetary 
stock has increased from $3,738,300,- 
000 to $8,603 ,700,000 ; population, from 
97,927,516 to 111,268,000; and the per 
capita money in circulation from $17.89 
to $35.52. 


BANKING POWER OF THE UNITED STATES 


The banking power of the United: 


States June 30, 1923, amounted to 
$53,282,800,000 and shows an increase 
over the amount a year ago of $3,107,- 
500,000. Of the total banking power, 
represented by the capital, surplus and 
profits, deposits, and circulation of all 
reporting banks, including the twelve 
Federal Reserve Banks, national banks 
contributed $18,084,500,000; banks 
other than national, including estimated 
figures for non-reporting private banks, 
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$30,180,200,000, and Federal Reserve 
3anks, $5,018,100,000. 


* * * * 


FEDERAL LAND BANKS 


On October 31 last the assets of the 
twelve Federal land banks aggregated 
$881,670,000, the principal items of 
which were as follows: 


$775,311,000 


Mortgage loans 

United States Government bonds 
Ce een 

Cash on hand and in banks 





60,097,000 
24,708,000 


Of the $42,283,000 capital of these 
banks the National Farm Loan Asso- 
ciations held $39,641,000, the United 
States Government $2,434,000, and all 
others $207,000. The reserve and 
surplus from earnings were $4,350,000 
and undivided profits $3,694,000. Farm- 
loan bonds outstanding were $808 ,666,- 
000. The banks’ obligations on account 
of notes and bills payable were $2,- 
559,000. 

The net earnings of the Federal land 
banks up to October 31, 1923, were 
$17,134,000 and dividends paid $7,- 
155,000. 

The capital stock originally sub- 
scribed by the Government was $8,- 
892,000, of which $6,457,000 has been 
retired, leaving as heretofore stated the 
present investment of the Government 
in these banks $2,434,000. 

During the existence of the Federal 
farm loaa system the total loans closed 
by the Federal and joint stock land 
banks numbered 334,564 for $1,252,- 
000.000, of which 284,095 for $846,- 
030.000 were by the Federal land banks 
and 50,469 for $406,055,000 by the 
joint stock land banks. 


* + %£ 


JOINT STOCK LAND BANKS 


Lhe consolidated statement of condi- 
tion of the joint stock land banks at the 
closs of business October 31, 1928, 
shows total assets of $422,324,000, of 
whir!) $382,225,000 was mortgage 
loans. $17,303,000 United States Gov- 


ernment bonds and securities, $11,226,- 
000 cash on hand and in banks. 

The capital of these land banks was 
$32,506,000, with a paid in surplus of 
$1,210,000, reserve and surplus (from 
earnings) $2,190,000, undivided profits, 
$1,092,000; farm loan bonds outstand- 
ing, $340,154,000, and notes payable, 
$32,722,000. 

* * & & 


UNITED STATES POSTAL SAVINGS SYSTEM 


Statistics with respect to the opera- 
tions of the Postal Savings System, 
furnished by the Third Assistant Post- 
master General, Post Office Depart- 
ment, show a reduction in the assets of 
the system in the fiscal year ended June 
30, 1923, of $4,529,130.26. Assets of 
$141,011,730.42 June 30, 1923, con- 
sisted of balances in depository banks 
and with postmasters, aggregating 
$62,066,025.91; special funds deposited 
with the Treasurer of the United States 
to the amount of $6,681,655.48; ac- 
counts receivable, consisting principally 
of accrued interest on bond _invest- 
ments, amounting to $849,118.09, and 
investments in postal savings bonds and 
Liberty Loan bonds, aggregating $71,- 
414,930.94. 

The liabilities consisted of $134,458,- 
105.29 due depositors, represented 
principally by certificates of deposit; 
accounts payable, being the amount due 
the postal service on account of interest 
and profits, $5,444,738.53 ; and surplus 
funds representing undistributed earn- 
ings of $1,108,886.60. 

In the fiscal year ended June 30, 
1923, the total earnings of the system, 
on account of interest and bank de- 
posits, bond investments, and other mis- 
cellaneous receipts aggregated $7,561,- 
312.01, compared with $6,225,082.38 
for the prior year. Interest credited to 
depositors in the past year amounted to 
$2,136,961.44, compared with $2,267,- 
579.16 for the previous year, and other 
debits to profit account in the year 
ended June 30, 1923, amounted to 
$200.87, compared with $2,024.22 for 
the year ended June 80, 1922, thus 
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showing a gross profit, exclusive of ex- 
penses incident to maintenance of the 
system, of $5,424,149.70 for the past 
fiscal year, or an increase of $1,468,- 
670.70 over the previous year. 

The balance to the credit of 417,902 
depositors, June 30, 1923, was $131,- 
671.300. The reduction in the number 
of depositors in the vear was 2340, and 
the reduction in the balance due de- 
positors between June 30, 1922, and 
June 30, 1923, was $6,065,139. 


* * * 
a . 


SCHOOL SAVINGS BANKS 


Statistics compiled by the savings- 
bank division of the American Bankers 
Association, shown by the statement fol- 


lowing, indicate considerable progress 
in this activity. 

In the school year 1922-23 the num- 
ber of towns in which school savings 
banks were in operation was 491, the 
number of school buildings in which 
these banks were operated was 6861, 
the enrollment was 3,058,435 but the 
actual number of school children par- 
ticipating was 1,952,392, and the col- 
lections amounted to $10,618 ,662.73. 

The figures for the school year 
1922-23, compared with those for the 
previous year, show an increase of 121 
in the number of towns, an increase of 
2076 in the number of school buildings, 
an increase of 656,785 in the number of 
participants, and an increase of $4,884,- 
346.63 in the amount of collections. 


mn 


The Outlook for 1924 
By Wa ter W. Heap 


President American Bankers Association 


‘THE first of January marks a sharp 

break in the calendar. In many 
ways our attention, until we are accus- 
tomed to the change, is attracted by the 
new numeral designating the New Year. 
Habits lead us to recognize this as a 
time to review the past and forecast the 
future although, in fact, there is no 
break in the progress of our industry 
and commerce at the stroke of midnight, 
December 31. Whether for good or 
evil, the tendencies of the old year pro- 
ject themselves into the new as in- 
fluences which govern the trend of the 
times until new forces enter the situa- 
tion and work a gradual transformation. 
Thus, if we are to attempt to forecast 
the future, we must consider the events 
of the recent past. 

The outlook at the opening of the 
year just closed—1923—~was for a year 
of good business. Looking backward, 
we must recognize that, although over- 
sanguine expectations were not realized, 
reasonable hopes for a year of sound 
progress were amply fulfilled. 


The favorable course of business was 
primarily the result of active domestic 
demand for goods, a domestic demand 
sufficient to offset the depressing ef- 
fect of unfavorable foreign conditions. 
Stocks of raw materials and of finished 
products were reduced to a point not 
out of line with current demand, and 
continued free production was therefore 
required to replenish normal current 
consumption. As a result, employment 
at good wages was general during the 
entire year. 

The postion of the farmer generally 
improved during the year, although 
that of wheat farmers continued to be 
embarrassing. Higher prices for some 
agricultural products and a tremendous 
corn crop increased the purchasing 
power of the farmer, and, to some 
extent, thereby aided retail and whole- 
sale trade. In the cities a tremendous 
construction program was carried out, 
with consequent activity in many in- 
dustries which produce building mate- 
rials and related commodities. 
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Banking and Commercial Law 


Important Decisions of Current Interest Handed Down by State and Federal Courts 
Upon Questions of the Law of Banking and Negotiable Instruments 


Bank Liable in Paying Deposit 
to Depositor’s Husband 


Ford v. Ames National Bank, Supreme 
Court of Iowa, 195 N. W. Rep. 742. 


HE plaintiff, a married woman, 

received certain real property 

from her husband by way of gift. 
She solid the property and deposited the 
proceeds in an account standing in her 
name in the defendant bank. 

Upon the request of the husband, the 
bank paid money to him out of the 
plaintiff’s deposit on three different oc- 
casions. The plaintiff did not learn of 
these payments until the total sum of 
$1,703.19 had been paid in this manner. 
Upon learning of the facts, she brought 
this action against the bank to recover 
the amount which it had paid to her 
husband, and it was held that the bank 
was liable. 

The rule in a case of this kind, where 
a third party claims to be entitled to 
funds standing in a depositor’s name, is 
that the bank makes payment to the 
third party at its peril. Where an ad- 
verse claim of this kind is made, the 
bank may retain a sum sufficient to meet 
the claim, if it is satisfied that the claim 
is made in good faith. The bank is en- 
titled to take this course for its own 
protection. But, where it does take this 
course, it must use diligence in giving 
notice thereof to the depositor. 


OPINION 


Action to recover balance due plaintiff 
for money deposited by her in defendant 
bank. The case was tried as in equity. 
Judgment for plaintiff for the amount 
of the account with interest, amounting 
in a!! to $1,997.18. Defendant appeals. 
Affirmed. 

PRESTON, C. J. There is little, if 
any. dispute as to the facts. It appears 
that at and prior to May, 1914, plaintiff 


and H. C. Ford were husband and wife 
and lived at Ames, Iowa. A property 
was purchased and used as a homestead 
until May, 1918, when plaintiff moved 
to Marshalltown, The title was in the 
husband, and this was known to de- 
fendant. There were mortgages on the 
property. March 1, 1918, the husband 
left Ames and went to West Virginia as 
an engineer in the employ of the 
Government, or a contractor, but not in 
any branch of the military service. 
When he left, there was no talk of 
separation, but it appeared later that 
there had been some trouble between 
them. During his absence he seems to 
have determined not to return to his 
wife. At any rate he never did so, and 
two or three years later she procured a 
divorce from him on the ground of de- 
sertion. 

Before Ford left Ames, he gave her 
the property and all its rents and 
profits, and they agreed that she should 
sell the property, pay off incumbrances, 
and that she should have as her own 
property, the proceeds of the sale. She 
made a contract to sell the property, and 
it was sold and deed made. The pur- 
chase price was paid, mortgages paid 
off, and the balance deposited to her 
account, and in her name, in defendant 
bank. Prior to this plaintiff had kept 
a separate account with defendant, but 
Ford never did any part of his banking 
business with defendant, and he never 
drew any checks or made any deposit 
in defendant bank. On May 5, 1919, 
plaintiff had a balance on deposit, of 
$138.60. On May 28, 1919, she per- 
sonally deposited $1025, part of the 
proceeds of sale of homestead, and on 
August 11, 1919, the president of an- 
other bank who was concerned in the 
sale and settlement, at plaintiff’s direc- 
tion, deposited the balance of the pro- 
ceeds to her account in defendant bank, 

65 
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$1,239.70. No part of the business of 
the sale was made or done by defendant, 
or in its bank. Plaintiff had directed 
and made all the deposits; none had 
been made by her husband; and no one 
had ever checked from her account. The 
cashier says he knew from hearsay that 
these funds were from the sale of the 
homestead. He says that he had no 
knowledge of how the ownership was 
adjusted. There was no statement by 
plaintiff by which the bank was de- 
ceived or misled. Nothing was said to 
her at the time of the deposits as to the 
suurce of the fund, nor did she ever 
make any statement inconsistent with 
her ownership. On August 3, 1919, in 
response to a letter from Ford, de- 
fendant wired him a part of the money 
on deposit in her name. Another draft 
was sent to him August 6, and another 
draft August 28. He was paid in all 
out of her funds $1,703.19. He gave no 
checks for any of these payments. 
Plaintiff had no notice or knowledge of 
such payments until later she drew some 
checks, payment of which was refused. 


Coming to Ames, she was there, for the 
first time, informed by the bank that 
the money had been paid to her hus- 
band. 

It is thought by appellant that the 
legal title to the homestead being in 
Ford, plaintiff was but his agent in the 


sale, and therefore the fund was a 
trust and the husband as principal was 
entitled to the funds deposited in the 
agent’s name, and defendant had the 
right to make payment to the real 
owner of the funds. The trouble with 
this contention is that under the evi- 
dence in this case plaintiff was the 
owner of the funds deposited. The 
agreement as to the sale of the home- 
stead had been executed, the money 
paid to her and deposited by her. It 
was then her money. It could hardly 
be said in fairness that the bank and 
Ford could, by themselves, in the ab- 
sence of plaintiff, and without her 
knowledge and consent, adjudicate her 
rights and determine that Ford was the 
owner of the funds. 


Appellee’s propositions are that in a 
case like this, if claim is made by a 
third person and the bank makes pay- 
ment to him, it does so at its peril, and 
if the claim is not valid the bank is 
liable to the depositor for the amount 
so paid. Jaselli v. Riggs Nat. Bank, 
Ann. Cas. 1912C, 119, 31 L. R. A. (N. 
S.) 763, note; Patterson v. Bank, 130 
Pa. 419, 18 Atl. 632, 17 Am. St. Rep. 
778. A bank having received money 
from a depositor and credited him there- 
with upon its books, entered into an 
implied contract to honor his checks, 
and is estopped from alleging that the 
money deposited belonged to some one 
else, or deny title of the depositor. 
Patterson v. Bank, supra; Jaselli v. 
Bank, supra; Lock Haven Bank vy. 
Mason, 95 Pa. 113, 40 Am. Rep. 632; 
American Bank v. Gregg, 138 IIl. 596, 
28 N. E. 839, 32 Am. St. Rep. 171; 
Hemphill v. Yerkes, 132 Pa. 545, 19 
Atl. 342, 19 Am. St. Rep. 607. The 
bank, upon notice of an adverse claim, 
could doubtless, if satisfied that the 
claim was made in good faith, retain 
a sum sufficient to meet the claim; still 
it must exercise diligence in notifying 
its customer thereof, and in its inten- 
tion to protect itself. Failure or negli- 
gence in that regard, if injury results 
to the depositor, will render the bank 
liable if the claim is unfounded. Jaselli 
v. Bank, supra; Patterson v. Bank, 
supra. It has been held that the fact 
that the bank pays the deposit pursuant 
to a judgment against it as garnishee of 
the depositor’s husband is not a de- 
fense to an action against it by the 
depositor; not having been a party, she 
may recover from the bank upon proof 
that the money is hers. Townsend v. 
Bank, 143 Mass. 147, 9 N. E. 521. 

We do not understand appellant to 
dispute these legal propositions. We 
think they are in point, and applicable 
to the case in hand. Further discussion 
is unnecessary. We are clearly of 
opinion that plaintiff is entitled to re- 
cover. The judgment is affirmed. 





596, 
yg F 
, 19 
The 
aim, 

the 
tain 
still 
ying 
iten- 
egli- 
sults 
yank 
selli 
ank, 
fact 
nant 
e of 

de- 

the 
she 
roof 
d v. 


t to 


THE BANKERS MAGAZINE 67 


Stopping Payment of a Certified 
Check 


Sutter v. Security Trust Company, Court 
of Chancery of New Jersey, 123 
Atl. Rep. 381. 


Daniel Sutter, a depositor in the de- 
fendant bank, drew a check on the bank 
for the sum of $1000. Before delivering 
it to the payee, he had it certified. And 
before the check was presented for pay- 
ment, he notified the bank not to pay it. 
When the check was presented by the 
payee, the bank, in compliance with the 
instructions of its depositor, refused 
payment. 

The payee then indorsed the check to 
her brother-in-law. And the _ bank, 
some time later, paid the check to the 
brother-in-law upon his signing a 
written statement to the effect that he 
was an innocent purchaser of the check 
for value. 

Sutter then brought suit against the 
bank for the amount of the check and 
the court held that the bank was not 
liable. The court reached the conclu- 
sion that the brother-in-law was not a 
holder in due course of the check. 
Therefore, the bank would have been 
liable if the plaintiff had shown that the 
check was obtained from him by fraud 
or that he had any other defense to it. 
But, since the plaintiff did not estab- 
lish fraud or any other defense, it was 
decided that he had no right to com- 
plain of the bank’s act in paying the 
check and could not hold the bank re- 
sponsible. 


OPINION 


Suit by Daniel Sutter, Jr., against 
the Security Trust Company. On final 
hearing on bill, etc. Decree advised 
denying relief to plaintiff. 

This suit is an action at law brought 
in the Supreme Court by plaintiff 
against defendant, and by the Supreme 
Court transferred to this court because 
of equitable defenses asserted by the 
answer. 

On Saturday, March 25, 1922, a 
check was drawn on the Security Trust 


Company, a corporation of this state 
maintaining a banking department, by 
Daniel Sutter, Jr., for $1000, and on 
that day, at the instance of the drawer, 
the check was certified by the trust 
company, plaintiff at that time having 
an adequate checking account with that 
company. Thereafter, and on that day. 
the check was delivered by the drawer 
to the payee. On the following Monday 
morning, March 27, the drawer of the 
check requested the trust company to 
stop payment. On that day the payee 
named in the check, after being refused 
payment by the trust company, indorsed 
the check and delivered it to Edwin R. 
Mack, a brother-in-law, and Mr. Mack 
then deposited the check to his credit 
in his bank in Philadelphia. The check 
reached the Security Trust Company 
March 30, and, payment being refused, 
the check was duly protested—the pro- 
test certificate stating that the answer 
to the demand for payment was “Pay- 
ment stopped.” On April 6 the check 
was paid by the trust company to Mr. 
Mack upon his signing a written state- 
ment to the effect that the check had 
been accepted by him for full value and 
without notice, and that he was an inno- 
cent purchaser of it and that he would 
so testify if called upon to do so. 

This suit was then brought by the 
drawer of the check against the trust 
company to recover from it the amount 
for which the check was drawn. 

LEAMING, V. C. (after stating the 
facts as above).—By our Uniform Ne- 
gotiable Instruments Act a check is 
defined as a bill of exchange drawn on a 
bank, payable on demand, and it is there 
declared that, except as therein other- 
wise provided, the provisions of the act 
applicable to a bill of exchange payable 
on demand shall apply to a check. 3 
Comp. Stat. p. 3755, § 185. By section 
187 of that act the certification of a 
check by a bank on which it is drawn 
is made equivalent to an acceptance, and 
by the following section it is provided 
that where the holder of a check pro- 
cures it to be certified, the drawer and 
all indorsers are discharged from liabil- 
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ity thereon. A holder “in due course” 
is defined by section 52 of the act, and 
by section 57 his rights are declared to 
be free from any defect of title of prior 
parties and free from defenses avail- 
able to prior parties among themselves, 
and that he may enforce payment of the 
instrument for the full amount thereof 
against all parties liable thereon. 

From these provisions of our act, as 
well as by the accepted law prior to 
their enactment, it is clear that had Mr. 
Mack been a holder of this certified 
check in ‘“‘due course” no defenses to 
his demand for its payment would have 
been available to the trust company or 
to the drawer, and any demand of the 
drawer upon the trust company for pay- 
ment to be stopped could properly have 
been disregarded. 

But the evidence in this case satisfies 
me that Mr. Mack was not a holder in 
due course, and enjoyed no rights, as 
against the trust company, not enjoyed 
by the payee of the check. The truth 
touching the transaction between the 
payee and Mr. Mack is too obvious to 
be hidden by mere words. White can- 
not be made black, even by testimony. 
I fully believe the truth to be that Mr. 
Mack did not take the check from the 
payee in good faith or for value or for 
his own use, but that he, in fact, took 
the check merely to collect it for the 
payee, and did so, not only well know- 
ing that the trust company had refused 
to pay her, but also knowing why, and 
that when he got the money on the 
check by representing himself to be a 
holder in due course, he paid it to her 
or to her father for her, pursuant to his 
original plan. I refuse to do Mr. Mack 
the injustice to believe that during the 
period when he was generously contrib- 
uting to the aid of his sister-in-law he 
seized upon her misfortune to collect 
for himself his former contributions to 
her needs, and that when their relations 
were wholly unchanged and at the very 
hour when her needs were necessarily 
the most pressing. 

This view necessitates the inquiry 
whether the trust company was priv- 
ileged to pay the check to the payee, 


as against the drawer of the check— 
the plaintiff herein. 

As already stated the check was cer- 
tified by the trust company at the re- 
quest of the drawer and before its de- 
livery to the payee. Plaintiff further 
now claims that the check was procured 
from him by the payee by means of 
fraudulent conduct on her part. With 
these two elements concurring, the case 
clearly falls squarely within the prin- 
ciples stated in Times Square Auto Co. 
v. Rutherford Nat. Bank, 77 N. J. Law, 
649, 73 Atl. 479, 134 Am. St. Rep. 811. 
There the check was given to the auto- 
mobile company for the purchase price 
of an automobile, and was certified by 
the bank at the request of the automo- 
bile company. The bank subsequently 
refused payment at the request of the 
drawer of the check and suit was there- 
after brought against the bank on its 
contract of certification. The bank 
sought to defend on the ground that the 
purchase of the car had been induced 
by false representations of the manager 
of the plaintiff. That defense was al- 
lowed by the trial court. On appeal 
it was held that, where the certification 
of the check is at the instance of the 
payee or holder of a check, the certifica- 
tion is operative to discharge the drawer 
from further liability on the check, and 
to substitute a new contract between 
the holder of the check and the bank, 
and no defense of the nature stated is 
available. But it is there further set 
forth that, when the certification of the 
check is for the drawer before delivery 
of the check, such certification ‘‘does not 
operate to discharge the drawer, and, 
as long as the drawer remains undis- 
charged, such a defense as that set up 
in the present case is open both to him 
and to the bank.” While this latter 
statement may be said to have been un- 
necessary to the judgment of reversal 
there entered, it is yet a well-considered 
and specific statement of the views of 
the members of our court of last resort, 
and cannot be properly disregarded 
here. 

It is thus apparent that the payment 
of this check by the trust company 
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denied to plaintiff the privilege of 
asserting his defense to its payment. 
Upon that theory, if any, the present 
suit must be sustained. 

It is urged by defendant that State 
v. Scarlett, 91 N. J. Law. 200, 102 Atl. 
160, 2 A. L. R. 88, is inconsistent with 
the Rutherford Bank Case already 
referred to. On the contrary, the 
opinion of the court in State v. Scarlett 
gives specific recognition to the state- 
ment in the earlier case that the dis- 
charge of liability of the drawer of a 
check to the holder may depend on 
whether the certification has been made 
by the bank at the request of the drawer 
of the check before it is issued, or at 
the request of the holder after the check 
is issued. But it was held that where 
the inquiry is simply one of overdraft 
by the drawer of the check the certifica- 
tion by the bank at his request may be 
deemed the equivalent of payment. Nor 
is First Nat. Bk. v. Whitman, 94 U. S. 
343, 24 L. Ed. 229, cited by defendant, 
in point. The question there was merely 
one of privity between a bank and the 
payee of a check; it was held that a 
certification of the check created such a 
privity whether the certification was at 
the instance of the drawer or the payee. 

But, notwithstanding the views al- 
ready stated to the effect that defendant 
has rendered it impossible for plaintiff 
to assert any defense against the pay- 
ment of the check, it is yet clear that 
any recovery herein against the trust 
company for so doing must be based 
upon losses in fact sustained by plaintiff 
by reason thereof. The suit is in form 
and effect for the recovery of such 
damages. It is accordingly essential to 
plaintiff's recovery that he establish by 
adequate evidence his claim that the 
check was procured by the payee by 
fraudulent means, or that it was held 
by the payee without right to enforce 
its collection from plaintiff. In that 
plaintiff has failed. Just what the 
check was given for does not clearly 
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appear by the evidence. The utmost 
that appears is that the conduct of the 
payee after the check was delivered to 
her was reprehensible and injurious to 
plaintiff. No counterclaim against her 
for damages could have been assessed 
or sustained on the evidence given, and 
fraudulent procurement of the check 
has not been established by the evidence. 
Indeed the engagements of the parties 
at the time the check was given or for 
which the check was given are not fully 
disclosed by the evidence. Whether 
the misconduct of the payee which has 
been referred to was touching or in any 
way connected with any matters for 
which the check was given does not 
specifically appear. If fraud is relied 
on to vitiate the vitality of the check, 
that fraud must be shown to have been 
fraudulent procurement of the check as 
distinguished from a breach of contract 
after the check was given. It is ac- 
cordingly impossible for this court to 
determine at this time upon the evidence 
before it that any damages were suf- 
fered by plaintiff by a denial of his 
right to defend against the check in the 
hands of the payee. It seems clear that 
in a suit to recover damages from the 
trust company for paying the check the 
burden rests upon plaintiff, not only to 
establish facts adequate to disclose that 
a successful defense in whole or in part 
could have been made by him to a suit 
on the check, but also facts affording a 
basis upon which the amount of loss so 
suffered, if any, could be ascertained. 

This view renders it unnecessary to 
consider the claim of the trust company 
that plaintiff’s request was for merely 
a deferment of payment for a few days 
to enable him to adjust matters with the 
holder of the check, or the further claim 
that the written request to stop payment 
of the check expressly gave the trust 
company an option not to do so. 

A decree will be advised denying re- 
lief to plaintiff. 
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The Chase National Bank 


of the City of New York 
57 BROADWAY 


Statement of Condition at Close of Business, December 31, 1923 


RESOURCES 

Cash and Due from Banks... $145,878,115.19 
Loans and Discounts ............ 243,195,590.26 
U. 8S. Government Securities 77,372,129.17 
Other Securities 18,896,825.44 
Redemption Fund — U. 

TeCRsarer ................. on 
Customers’ Acceptance  Li- 

ability ... 
Other Assets . 


55,000.00 


10,497 ,616.37 
332,756.21 


$496,228,032.64 


LIABILITIES 


Capital 

Surplus and Profits 

Reserved for Taxes, Interest, 
Is spinecenase saci 

Dividend Payable Jan. 2, 


23,706,884.76 


1,528,517.67 


vveeveeeseeee 437,467,181.36 
1,083,500.00 
11,035,283.59 

606,665.26 


$496,228,032.64 


Deposits ES Pee 
Circulating Notes 
Acceptances Outstanding 
Other Liabilities 


OFFICERS 


ALBERT H. WIGGIN, President 


Vice-Presidents 


SAMUEL H. MILLER 
CARL J. SCHMIDLAPP 
REEVE SCHLEY 


SHERRILL 


HENRY OLLESHEIMER 

ALFRED C. ANDREWS 

ROBERT I. BARR 
SMITH 


Assistant Vice-Presidents 


EDWIN A. LEE 
WILLIAM E. PURDY 
GEORGE H. SAYLOR 


JAMES L. 


THOMAS RITCHIE, Comptroller 


M. HADDEN HOWELL 

ALFRED W. HUDSON 

GEORGE HADDEN 
MILLER 


WILLIAM P. HOLLY, Cashier 


DIRECTORS 


HENRY W. CANNON 
ALBERT H. WIGGIN 
President 
JOHN J. MITCHELL 
President, Illinois Merchants Trust Com- 
pany, Chicago, Illinois 
GUY E. TRIPP 
Chairman Board of Directers, Westing- 
house Electric & Mfg. Co. 
JAMES N. HILL 
DANIEL C. JACKLING 
President, Utah Copper Company 
CHARLES M. SCHWAB 
Chairman Board of Directors, Bethlehem 
Steel Corporation 
SAMUEL H. MILLER 
Vice-President 
EDWARD R. TINKER 
President, Chase Securities Corp’n 
EDWARD T. NICHOLS 
Vice-President, Great 
way Company 
NEWCOMB CARLTON 
President, Western 
Company 
FREDERICK H. ECKER 
Vice-President, Metropolitan Life In- 
surance Company 


Northern Rail- 


Union Telegraph 


EUGENE V. R. THAYER 
E. Atkins & Company 


CARL J. SCHMIDLAPP 
Vice-President 

GERHARD M. DAHL 
Hayden, Stone & Co. 

ANDREW FLETCHER 
President, American Locomotive Co. 


REEVE SCHLEY 
Vice-President 


H. WENDELL ENDICOTT 
WILLIAM M. WOOD 
President, American Woolen Co. 
JEREMIAH MILBANK 
HENRY OLLESHEIMER 
Vice-President 


ARTHUR G. HOFFMAN 
Vice-President, The Great Atlantic & 
Pacific Tea Company, Inc. 


F. EDSON WHITE 
President, Armour & Company 


ALFRED P. SLOAN, Jr. 
President, General Motors Corporation 


ELISHA WALKER, 
President, Blair & Co., Inc. 
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Banking Fiblicity 


Special Section of The 


JANUARY 1924 


Friendly Banking 


By F. R. KERMAN 
Publicity Manager Bank of Italy, San Francisco, California 


Mosr comMuNitTIEs have ex- 
perienced in the last few years 
what may be broadly charac- 
terized as an epidemic of 
friendly banking. In some 
parts, even now, the ailment has 
not entirely run its course and 
probably there are others where 
the eruption is just starting to 
break out in the sort of cordial 
rash that usually is a symptom 
of the incipient disorder. 

I suppose we entertained as 
complete and well defined a 
case of friendly banking as any 
city of equal size in the United 
States. It must have been, for 
the record of cases per pos- 
sibility came pretty close to 
100 per cent. But all of us 
(using “us” as a generic term 
to designate the whole group of 
banks and bankers) pulled 
through with only here and 
there a slightly limping mem- 
ber, not quite finished with the 
ordeal of convalescence, 

Because we were among the 
first to suffer the sting or bite 
or infection—call it what you 
choose—that is responsible for 
this wierd malady, there is 
great likelihood that our ex- 
perience in diagnosing the af- 
fliction will be helpful to those 
who are in the midst of their 
difficulties or tottering on the 
edge of metaphorical confine- 
ment. 

Without any definite catalog 
of experience to warn our 
community, we suddenly rubbed 
our eyes one morning and 
blinked, rather abruptly, into 
the cour tenance of a perfectly 
develop. 1 hysteria of friendli- 


ness. We read friendly copy in 
our breakfast newspapers, rode 
down to work surrounded by 
contagiously friendly car cards, 
skimmed past friendly bill- 
boards, gazed through plate 
glass at dazzlingly friendly win- 
dow displays and _ ultimately 
were discharged into banking 
rooms or lobbies that fairly 
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reeled under the influence of 
their own friendly inebriation. 
Realization of the condition was 
scarcely less astonishing in its 
suddenness than the scourge 
itself. 

As with so many other 
troubles, the cure was more 
readily found when the fault 
was admitted. All of us had, 
at some time in the past, de- 
tected a false note in the pub- 
lic’s understanding of financial 
institutions. We had given the 

(Continued on page 73) 








woman,” whom he had 


A Story of 
the ‘Other Woman’’ 


His wife divorced him on account of the “other woman.” 
In the settlement, she released her dower rights—so that 
he stood before the law as one “single and unmarried.” 
A year or two later he sold $300,000 worth of real estate, 
describing himself in the deed as unmarried. There being 
no outstanding “dower rights,” he apparently gave good 
title. The public records were clear, but as added precau- 
tion, the purchasers took out title insurance. 

Twenty years later this man died. And the “other 
secretly married six months after 
his divorce, came forward with a claim to a wife’s share! 
Our title insurance policies protected the purchasers of ~ 
that real estate from disastrous loss. Against such unfore- 
seen complications it is our special province to guard while 
keeping the title*clear and the marketability inviolate. 


CHICAGO TITLE & 
TRUST COMPANY 
69 West Washington Street 


Assets Over $17,000,000 -« No Demand Liabilities 




















Attention-arresting headline. 


Unusual, and appropriate to 


the purpose of the advertisement, which is designed to bring 
out the value of title insurance protection. 
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Banking Publicity 
RICHARD F. DURHAM, Editor 
Monthly Publicity Section 
Tue Bankers Maaazine 
71-73 Murray St., New York 





JANUARY 1924 





THRIFT WEEK 


‘THRIFT WEEK is here 

-again. Beginning, as 
always, on January 17, 
Benjamin Franklin’s birth- 
day, this movement will 
bring the gospel of thrift 
before the people, and par- 
ticularly before the school 
children, of towns and cities 
in every state in the Union. 
The movement is well or- 
ganized and well planned. 
It has the unqualified en- 
dorsement of men of affairs 
in all fields of useful en- 
deavor. It is a non-partisan 
and purely unselfish effort, 
based solely on economic 
principles, to hammer home 
the creed of thrift. It is 
designed to affect no one or- 
ganization more than any 
other, but to be of equal ben- 
efit to all. 

Each day of Thrift Week 
has a definite and important 
objective. This year the ob- 
jestives are, in the order 
named: Thrift Day; Budget 
Day; Pay Bills Day; Share 
With Others Day; Life In- 
surance Day; Own Your 
Own Home Day; and, Make 
a Will Day. 

An outstanding feature of 
Thrift Week for the last 
three years has been co- 
operation between banks and 
public schools, based on 
the so-called Detroit Plan, 
which involves the visiting 


of banks by school children. 

To cite just one example 
of what Thrift Week can be 
made to accomplish in the 
way of tangible results, take 
the case of one bank in Mad- 
ison, Wis., which added 1000 
new accounts to its books as 
a direct result of activities 
during the course of the 
movement in January 1922. 

Last year at this time 
there appeared on this page 
an editorial on Thrift Week, 
one paragraph of which may 
bear repetition: 

“The country at large 
still lacks a proper under- 
standing of the real meaning 
and purpose of banks. The 
surest way to remedy this 
situation in a thorough and 
lasting fashion is to start 
from the ground up—to cen- 
ter a general educational 
campaign around children in 
the public schools. There has 
been every indication in the 
past of a willingness on the 
part of school authorities to 
co-operate with banks in 
such a movement. Activities 
during Thrift Week will 
serve to intensify this move- 
ment. However, the momen- 
tam which the movement 
gains during this period will 
be largely lost unless the 
spark is kept alive after 
Thrift Week itself is past, 
and this is, primarily, up to 
the banks.” 

& 


FRIENDLY BANKING 


Has your bank ever suffered 
from an attack of “friendly 
bankitis,” to coin a term? 
Or is it, perhaps, now in the 
throes of this disorder? 


Whether or not this mal- 
ady has spread to your bank, 
you will be interested in 
reading in the pages of this 
number of Banking Pub- 
licity, F. R. Kerman’s ar- 
ticle on “Friendly Banking.” 
It not only makes entertain- 
ing reading, but it is highly 
instructive. 

Mr. Kerman remarks that 
his bank was among the first 
to suffer the infection re- 
sponsible for the malady, 
friendly banking, and adds 
that, because of this, ‘‘there 
is great likelihood that our 
experience in diagnosing the 
affliction will be helpful to 
those who are in the midst 
of their difficulties or tot- 
tering on the edge of 
metaphorical confinement.” 
He says in_ conclusion 
that “friendly banking has 
proved a not unmitigated 
curse. It probably took 
some such heroic visitation 
to crucible the present high 
tension branch of human 
banking that seems to be 
winning more general ac- 
ceptance. At all events, 
friendly banking has been 
diagnosed, a remedy found, 
and, in our case at least, ap- 
plied with highly satisfac- 
tory results.” 


& 


Verity the banks, if they are 
to serve the people competently 
and comprehensively as they 
should, must make up their 
minds to do some school teach- 
ing, and to begin it now, and to 
continue doing it right straight 
along year in and year out 
until the general public is 
intelligently | saturated.—Fred 
Ellsworth. 
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i 
Day or Evening Service 


HEN late at office, res- 
taurant or theater, the 
embarrassment of wanting 
to cash a check is never exper- 
ienced by depositors of The 
Hamilton National Bank. 


Banking hours: 9a.m.to10p.m. 


Open an account with a modern 
bank in the heart of New York 


HAMILTON 
NATIONAL BANK 
130 West 42nd St., New York 
\ P 


A concise and effective presenta- 
tlon of the advantages and con- 
venience of late hour banking 
service in the theatrical district 
of our largest city. 











Friendly Banking 
(Continued from page 71) 
situation much thought and 
discussed possible remedies, 
only to discard them, until some 
happy spirit suggested a shot 
of friendliness. "Without more 
ado and accompanied by much 
tumult and rounds of back- 
slapping, the era of friendly 
banking was ushered in. Bank- 
ers everywhere were swept into 
the current, and in less time 
than it takes to tell, were bob- 
bing along in full career, hav- 
ing the time of their lives, and 
not caring particularly whether 
the procession was headed up 
or down stream. And then 

came the morning after! 

Well, there wasn’t much 
chance of failing to recognize 
the fault. Jt stood out like a 
skunk at a picnic. The big job 
consisted in finding out what 
it really was the banks were 
after when they accepted 
friendliness at its face value. 
A hard siege of recuperation 
Sei in. Hard, in that it called 
for some high-powered think- 
ing, and a large assortment of 
plain and fancy readjusting. 

But it’s a bad plague that 
doesn’t breed its own cure, and 
friendiv banking seems to be no 
exception. After nosing about 
from all sides, and devising 
Temec:-s as impractical as they 


were ingenious (including rub- 
ber-tired spectacles) some 
banker accidentally tipped over 
the bottle of smelling salts they 
had been looking for. There 
it had stood all the while, 
plainly marked, with full di- 
rections for use in case of 
emergency. 

What they were after was 
nothing more nor less than that 
simple, old-fashioned remedy— 
the Human Touch. 

Here’s the way we sized it up, 
after the bandages and arnica 
had been put away: People— 
the general run of people—are 
a little bit careful about ac- 
quiring friends. They may 
run through an entire life time 
and form only one or two 
real friendships. Acquaintances? 
Neighbors? Yes. Friends? No! 
Well, only after a long and 
thorough trial—and maybe not 
then. But they do like a little 
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Human Touch:—the stranger 
who doesn’t hesitate to smile 
and say “Good-morning;” the 
corner grocer who says “The 
asparagus is particularly good 
today;” the boot-black who 
figures the Giants will “cop” 
the flag again, or the simple 
soul who just wears a pleasant 
expression on his face. 

But all that isn’t friendliness; 
it’s merely a manifestation of 
human nature. 

For many years—I could say 
generations—banks have been 
“tucked in” behind their grilled 
and marbled screens, presenting 
only a cold and stony front to 
the attending public. The 
bankers themselves have with- 
drawn to somewhat remote 
sanctums—and only upon the 
greatest provocation permitted 
themselves to be lured out into 
the open. The business of these 
institutions has been conducted 
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to mismanagement. For statistics 
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Insuring business management 


The value of property of every kind and 
the income derived it are ever 


rapidly and completely Constant vigilance 
eon to security. That's why man- 
Propersy requires time, experience 

oa ness ment. 
To supply siness management, an or- 





Irving Bank-Columbia Trust Company 

















The ordinary will is not enough 


To safeguard the future of your 
heirs, another step is necessary 
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specialists has been developed within the caf 


COLUMBIA TRUST 


As your executor or trustee, the I 
wae 
Provisions 


You secure te safety and economy 
Te will do this more safely. The business 
ability of an individual trustee may prove 
less than you thought. He may be compelled 
to let personal considerations interfere with 
his duties as trustee; he may even die and 
leave the management of the property ia 
less capable hands. 

But under the management of our Trust 
Division, the property you leave will be 
safeguarded by the continuity in the life of 


e and corporate expe- 
rience that no one individual could possess. 
And the 


general to handle transactions, at less cost than 
an individual 

By_peying # visit 10 our office mos t come 
venient to you (see fiat below), you can 
obtain full ones as to how our Truét 
Division can best serve your individual needs, 
Ask for our booklet “Business Management 
for Your Personal Business 
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Carefully planned and constructed trust copy. 


Run large 


enough to draw attention to itself readily, and with all un- 
necessary or superfiuous matter eliminated. 
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In the olden days when «@ pirate captain 
wanted to conceal a treasure and feel relative- 
ly secure as to its safety, he usually set out 
to bury it accompanied by four or five trust- 

helpers. But he came back by him- 
self. In harsher words the treasure wasn't the 
only thing he buried. This was the manner of 
the late Captain Kidd. 


The ancient Egyptians and their contem- 

being more humanely inclined, satis- 

fied their peace of mind by merely putung out 
the eyes af their assistants. 


Today when you lock up your valuables, 
fortunately no such blood-thirsty procedure is 
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The Treasure Wasn’t the Only Thing They Buried 


Vault Department 


New Orleans, U.S. A. 


| 
| 
Hibernia Bank & Trust Company 


Here you will find every for 

uk datin on one 

to the largest silver chest and the price is cer~ 

tainly within reason—$5.00 a year and up. 
Why not come in today and discuss the 

matter with our Mr. Thoman? 














that oft referred to “middle. 
ground.” 

Private offices—for other than 
confidential conferences—were 
scrapped. Barriers of  cop- 
strained formality were carted 
out to the nearest museum, and 
—most important of all—a new 
avenue of contact with the pub- 
lic was opened up through the 
employment of personal repre. 
sentatives. A conscientious ef- 
fort was made to call on old 
customers, not in a stereotyped 
“can we be of more service to 
you” manner, but rather with 
full realization of the fact that 
here was a business acquaint- 
ance whose personality was 
worth cultivation. 

The work went even further. 
Men capable of delivering an 
interesting message were sent 
out to stores and _ factories, 
where they addressed groups of 
sales people, workmen and ex- 
ecutives. They admitted no 
line of demarcation between 
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This type of illustration, presenting a strong appeal 
to the imagination, is appropriate only when it _ ties 
up well with the copy, as it does in this case, and when it 


does not deflect the attention from the point which the ad- busines: 


vertisement is trying 


to bring out—as 


above, the advan- 


tages of safe-deposit box facilities. 


in a stilted manner, bordering 
upon formality, and whatever 
original human characteristics 
may have existed, gradually ex- 
perienced complete mumifica- 
tion. 

It took the bankers a long 
time to discover that the pre- 
vailing order wasn’t popular 
with the customer outside. In 
fact, many haven’t discovered it 
as yet. But even the more pro- 
gressive men engaged in bank- 
ing were slow at first to appre- 
ciate the necessity for a change. 

But once awakened to the 
full import of the situation, 
Oh Boy! The dam was burst in 
one wide sweep of swelling 
spirit. 


And there followed the era 
of friendly banking! 

So much for the coming of 
this blight, and the ultimate 
discovery of the cure. Now 
let’s get down to the remedial 
treatment: the way in which the 
salve and healing balm found 
effective application. 

There was no question about 
the desire of the public to ex- 
perience a somewhat larger 
measure of personal contact in 
the transaction of banking 
business, and in spite of the 
recent spree, everyone felt that 
a return to the old, straight- 
laced period of architectural 
conduct, wouldn’t do. So an 
attempt was made to get out on 
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The discriminating use of good 
pen and ink illustrations, com- 
bined with carefully balanced lay- 
outs, have served to lend to the 
advertisements of this bank a dis- 
tinctiveness which has made them 
widely known. 
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old and new customers, but 
sought rather to appeal to every 
classification in the hodge-podge 
business world. No group was 
too large and none too small to 
justify this type of personal 
appeal. Nor were the schools 
forgotten. In the class rooms 
of today may be found the busi- 
ness men and women of tomor- 
row—and the banker’s flying 
squadron overlooked no bets. 

A particular effort was made 
to avoid the use of mechanical 
appliances in contacting the 
public. The job of humanizing 
banking was hard enough under 
the most favorable conditions, 
without injecting elements that 
might prove embarassing at a 
later date. Everything that 
could be done personally—inso- 
far as contact with the cus- 
tomers was concerned—received 
personal attention. 

I think the recent growth and 
popularity of branch banking 
finds its root in the endeavor 
to take the banks to the peo- 
ple; to give a little more of 
the human touch. It was a 
revolution against the old order 
that erected a building in a cir- 
cumscribed financial district 
and insisted that any one who 
wished to carry on banking 
business must conform to the 
convenience of the banker. Then 
too, it may be that a late awak- 
ening to the fact that “many 
mickels make a muckle” had 
something to do with the new 
order. ‘Ten people, each with 
$100, have just as much money 
as one man with $1000. 

Of course, a discussion of the 
re-humanization of banking is 
incomplete without’ some men- 
tion of advertising. The curve 
—or yraph—that marks the 
trend of bank publicity, is an 
interesting index of the devel- 
opment of banking itself. By 
Startiny hack in the dark ages, 
when the heavy, black bordered, 
crepe - hanging, semi - annual 
statelicnts comprised the ven- 
turesone scope of bank adver- 
tising, .ou can trace the prog- 








Who's Who in 
Bank Advertising 








SAM P. JUDD 
Publicity manager Mercantile Trust Company, St. Louis 


Company of St. Louis was the first institution offering 

diversified financial service to give a thorough tryout to 
that form of financial advertising now known as ‘“‘department 
store” copy. His company adopted a size which measured 
260 lines over five columns, and has issued copy of those 
proportions to the St. Louis daily newspapers since October 
1922. This copy has drawn much comment, favorable and 
otherwise, the principal criticism being that too many points 
were stressed in one piece of copy. Mr. Judd’s answer has 
always been that his company was trying to put over one 
idea and one alone, namely, that they were able to render 
every financial service. 


U com: the direction of Mr. Judd the Mercantile Trust 


He has been active in advertising and financial circles, 
having served as the first chairman of the Financial Adver- 
tisers Departmental, an organization of St. Louis financial 
advertising men, and is now a member of the board of 
governors of the St. Louis Chapter, A. I. B., and is treasurer 
of the Advertising Club of St. Louis. 
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creditable letter folder bearing B make tt 
the title, “The Winners, 3 of & and of 1 
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teresting little story of three 
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for success, failed. embellis! 
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ress of banking in general, banking that seems to be win- 
through the period of “we beg ning more general acceptance. 
to announce,” down to the days At all events, friendly banking 
of trick stuff (not so long since has been diagnosed, a remedy the Hit 
past) until you reach the human found, and in our case, at least, ‘ Ries 

interest, institutional copy of applied with highly satisfactory Get Extra Interest On ‘ i 
the present day. The narrative results. Your Savings Deposits ; s _— 
you read in this history of bank My only thought in setting all wm NOVERRSS = yao 4 i . 
advertising, is merely the story this down, is that possibly in slel7 ely 
of practical banking and the other communities bankers may isoat Louisiar 
course that has been pursued in’ gq in our experience some- : variety 


gradually framing policies and thing that will help them avoid hems p 
practices to suit actual condi- : 


Sime the worst features of a har- $ 9 ciety for Savings employ 
Let it be said in passing that ee ee eee aa | A oro 
friendly banking has proved a ® Suide during their travels a tached + 
not unmitigated curse. It through that unpleasant, low- with ex 
probably took some such heroic pressure area, that lies on the A good presentation of the sf ning a 
visitation to crucible the present road leading up from the land vantages of making a deposit Bo.) 
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Fidelity Trust Company has been 
canng for estates and Trusts for 
more than half a century. 


Today the funds we hold in Trust 
total more than $300,000,000. 
The exent to which we are serv. 
u Present Customers suggests 
iau well be trusted to 
serve you 
Wie wll wescome an oppermeny 
dec: your True problems 920% you 
FIDELITY TRUST COMPANY 
525 Chenout Se 6/24 Woodland Ave. 3431 Cresmmat Se 
Wear Phaladeiphas 
Surpius $16,000,000 











Fairly well arranged trust copy, 
which relies for its strength on 
the impressiveness of large figures, 
rather than detail presentation of 
advantages of trust company ad- 
ministration. 


the First National Bank in St. 
Louis, deserves a high ranking. 
This magazine confines’ the 
scope of its activities to news 
items about employees, and 
bears evidence of an effort to 
make these items both timely 
and of real interest to those in- 
side the bank. 


Tue Hibernia Bank and Trust 
Company, New Orleans, has 
embellished the front cover of 
a pamphlet containing the 
bank’s fifty-third annual report 
of condition, with a striking re- 
production, in color, of a photo- 
graph of Carondelet street, the 
“Wall Street” of New Orleans, 
giving an excellent view of the 
commodious twenty-three story 
Hibernia Bank Building. 

The justly well-known “Hi- 
bernia Rabbit,” house organ of 
the Hibernia Bank and Trust 
Company, continues to uphold 
its place among the better bank 
house organs. ‘The number at 
hand contains an interesting 
article on the fur industry in 
Louisiana, in addition to a 
variety of timely and readable 
items primarily of interest to 
employees of the Hibernia. 


A crovy of seven clocks at- 
tached to a beaver-board panel, 
with each clock set and run- 
ning according to the time in 
seven cifferent parts of the 
world, was the feature of a 


window display that recently 
attracted thousands of people 
who passed the main and the 
branch offices of the Guardian 
Savings and Trust Company of 
Cleveland. With Cleveland 
time used as the basis for com- 
parison, the clocks showed 
London, Paris, Brussels and 
Madrid time as five hours later 
than that of the Fifth City; 
Berlin, Vienna and Rome time 
as six hours later; Tokyo, 
Yokohama and Osaka time as 
fourteen hours later; Pacific 
coast time as_ three hours 
earlier. 

Upon the beaver-board panel, 
which was seven by four feet, 
was also a time-zone chart of 
the world, supplied by the 
Hydrographic office of the 
United States, for the spectator 
who wanted more information 
than that given by the clocks 


t{* 


A 
+ ae 


cat 


and the lettering immediately 
under each cne. The clocks, 
furnished by a local jeweler, 
were eight-day ship’s lever 
models and kept accurate time. 
They were hung upon hooks, 
which were screwed into a 
board that reinforced the panel. 


“Or Service to Banks,” a 
booklet published under the 
auspices of the Federal Reserve 
System, comprising its exhibit 
at the last convention of the 
American Bankers Association, 
and other material in addition, 
is well worth careful considera- 
tion and study. In the first 
place the contents of the book- 
let are graphically and under- 
standably presented, an im- 
portant point, not only with 
this, but with any other booklet. 
The discriminate and profuse 
use of charts in several varieties 
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First trust company in Detroit 


Unusual full-page newspaper copy, 


Gruawold a Congress 


well illustrated, and 


outlining the way in which trust company services can play 
an important part in every stage of a man’s life. 
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Keep Us In Touch 
With Your Work 


Each month in this department cur- 
rent advertising matter is reproduced 
and commented upon. The editor of 
this department keeps on file bank ad- 
vertising matter from all parts of the 
country—newspaper ads, booklets, 


folders, specialties, etc. 


Keep us in touch with your own 
publicity work. We are especially in- 
terested in newspaper ads. Clip some 
of yours as they are published and 


send them along to us. 


Address all communications to: 


EDITOR BANKING PUBLICITY 


BANKERS 
MAGAZINE 


71 Murray St., New York City 
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of color, accompanied by a 
minimum of _ straight-to-the- 
point copy, set in large read- 
able type, go to make this one 
of the most effective booklets 
that has come into this office in 
many a moon. The demand for 
copies of this booklet has 
caused a new and enlarged edi- 
tion to be published. 


“Tuirty-T'wo Years Ago,” a 
booklet published by the Union 
Trust Company, Detroit, in 
commemoration of the thirty- 
second anniversary of that in- 
stitution, contains a_remark- 
able panoramic photograph of 
Woodward avenue, one of the 
city’s principal thoroughfares, 
as it appeared in the year of 
the bank’s founding. 


& 
COL. ROGERS HONORED 


Colonel A. C. Rogers, adver- 
tising manager of the Guardian 
Savings & Trust Company, 
Cleveland, has been elected 
president of the Cleveland 
Financial Advertisers Associa- 
tion, which has a membership 
of forty representatives from 
the banks and __ brokerage 
houses of the city. Colonel 
Rogers was, several vears ago, 
president of the Cleveland Ad- 
vertising Club. 

G. B. BURTNETT MAKES 
CHANGE 

G. B. Burnett has resigned 
his position as advertising man- 
ager of California Bank, Les 
Angeles, to become advertising 
manager of the Security Hous- 
ing Corporation of that city. 
Mr. Burtnett has been connect- 
ed with California Bank for the 
past two years, having handled 
general advertising and pub- 
licity work for them during that 
time. As editor of the bank’s 
house organ “U’N’I” his work 
is well known to bankers both 
on the Pacific Coast and in the 
East. Previous to his work in 
the financial world he was 4 
staff member of the Harry 
Porter Company of New York. 
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Bank Advertising Exchange 





mailing lists accordingly. 


issued during the coming year. 





IMPORTANT NOTICE 


This list is being completely revised. All members are urged to correct their 
Names will remain on this list with the understanding that 
those listed are willing to exchange booklets, folders and other publicity matter as 
In order that the fullest measure of mutual helpful- 
ness may be brought about in 1924, every member is urged to live up to this agreement 
conscientiously and to make a liberal distribution of advertising material. 








Albany, N. Y., City Svgs. Bank, F. H. Williams, 
treas. 

Asbury Park, N. J., Asbury Park Tr. Co., J. B. 
Fogal, asst. secy.-treas. 

Baltimore, Md., Nat’! Bank of Baltimore, W. B. 
Thurston, gr., mgr. for. dept. 

Berkeley, Cal., Berkeley Com’l & Svgs. Bk., G. 
L. Pape, Vv. A 

Boston, Mass., Internat’l Tr. Co., T. F. Megan, 
asst. secy. 

Boston, Mass., National Shawmut Bank. 

Boston, Mass., Old Colony Trust Company. 

Boston, Mass., State St. Tr. Co., R. M. Eastman, 
asst. to pres. 

Brenham, Tex., 1st Nat’l Bank, A. Schlenker, 


cash. 

Brooklyn, N. Y., Home Svgs. Bank, V. M. Pow- 
ell, secy. 

Brooklyn, N. Y., Williamsburgh Svgs. Bank, 
A. E. Leighton, adv. mgr. 

Buffalo, N. Y., Citizens Tr. Co., H. G. Hoffman, 


treas. 

Buffalo, N. Y., Fidelity Tr. Co., W. D. Lamp- 
man, asst. pub. mgr. 

Buffalo, N. Y., Marine Tr. Co., J. A. Edwards, 
adv. mgr. 

Buffalo, N. Y., Peoples Bank, C. R. F. Wichen- 
den, mgr. new bus. dept. 

Cambridge, Mass., Guaranty Tr. Co, L. A. 
Frost, V. P. 

Camden, Ark., Merchants & Planters Bank, P. 
T. Hildebrand, cash. 

Cedar Rapids, Iowa, Cedar Rapids Svgs. Bank, 
Cc. EB. Auracher, adv. mgr. 

Ss Pa., Chambersburg Tr. Co., F. 

Zimmerman, V. P. 

ual W. Va., Kanawha Nat’l Bank, Lee 
8S. Trimble, tr. officer. 

Charleston, W. Va., Kanawha Valley Bank, H. 
Picklesimer, mgr. new business dept. 

Chattanooga, Tenn., American Tr. & Bkg. Co., 
E. L. Smith, asst. cash. 

Chattanooga, Tenn., +e Svges. Bank, 


off. 
Pa., Senuapboasin Nat’l Bank, E. C. 

Burton, V. P. 

Chicago, Ill, Bauder-Baker, 738 8. Michigan 
Ave., R. E. Bauder, pres. 

Chicago, Ill, Central Ree Co. of Ill., Louis W. 
Carboy, adv. mg 

Chicago, II1L., Critehfield & Co., L. E. Delson, 
finan. adv. mer. 

Chicago, IIL, Liberty Tr. & Svgs. Bank, M. 
Rosenthal, asst. cash. 

Chicago, Ill., Chicago Morris Plan Bank, 8. B. 
Clark, mgr. serv. dept. 

Chicago, Ill., Northwestern Tr. & Svgs. Bank, 
F. G. Heuchling, V. P. 

Chicago, Ill., State Bank of Chicago, E. L. Jarl, 
asst. cash. 

Chicago, Ill, Union Tr. Co. P. L. Hardesty, 
pub. mer. 

—_ Tenn., ist Nat’] Bank, M. A. Bland, 
Vv 


Cleveiand, Ohio, Central Nat’l Bank, R. J. 
Izant, adv. mer. 

Cleve! ~~ Onin, Cleveland Tr. Co., I. I. Sperling, 
pub. mg 

Cleve ant, Onto, oo Tr. Co., E. J. Mac- 


Cleve a Ohio, Daten Tr. Co., C. H. Hander- 
n, pub. mgr. 

cint. om See City Nat’l Bank, A. C. Smith, 
F 

Corsi ma Tex., First State Bank, L. G. Kerr, 
aost. cash. 

Danie'son, Conn., Danielson Tr. Co., C. H. 
S\srkweather, treas. 


Dayton, O., City Nat’l Bank, L. C. Tingley, 
bus. ex. mgr. 

Dayton, O., Dasten Svgs. & Tr. Co., A. C. Jack- 
son, mgr. adv. dept. 

Dayton, Ohio, Nat'l Cash Register Co., H. W. 
Karr, dir. pub. 

Denver, Colo., Denver Nat’! Bank, G. T. Wells, 
asst. cash. 

Des Moines, Ia., Central State Bank, H. G. 
Metcalf. mgr. bus. ext. dept. 

Detroit, Mich., First National Dank, F. J. Camp- 
bell, adv. mgr. 

Detroit, Mich., Security Tr. Co., H. B. Grimm, 
mgr. bus. ‘ext. dept. 

East Moline, IIl., Manufacturers State Bank, 
F. T. Shearman, cash. 

Elizabeth City, N. C., n . & Citizens Nat’) 
Bank, M. H. Jones, c 

Elmira, N. Y., on Nat'l 1 Bank, Helen E. Mal- 
lory, adv. m: 

Evansville, ay eNat’l —_ Bank, Josephine C. 
MacCorkle, pub. mg 

Evansville, Ind., Old State Nat’l Bank, A. F. 
Bader, asst. cash. 

Flint, Mich., Citizens Com’! & Svgs. Bank, H. B. 
Potter, ‘asst. cash. 

— Mich., Industrial Svgs. Bank, A. T. Smith, 

gr. special serv. dept. 

Funt, Mich. Genesee Co. Svgs. Bank, W. Power, 
mgr. new bus. dept. 

ee Mass., Sastiner Tr. Co., P. O. Ahlin, 


pe 2. N. C., Wayne Nat’l Bank, W. EZ. 
Stroud, V. P. & cash. 

Greenville, S. C., American Bk. & Tr. Co., R. 
Anderson, cash. 

Greenville, S. C., Woodside Nat'l Bank, J. L. 
Williams, V. P. 
Haverhill, Mass., 1st Nat’l Bank, C. A. Rath- 
bone, V. P. 
Indianapolis, Ind., Fletcher Svgs. & Tr. Co.. 
L. A. Buennagel, mer. serv. dept. 

Ithaca, N. Y., 1st Nat’] Bank, W. A. Boyd, V. P. 

Jacksonville, Fla., Atlantic Nat’l Bank, J. M. 
Quincy, asst. cash. 

Jacksonville, Fla., Barnett Nat'l Bank, B. G. 
Haskell, adv. dept. 

Jacksonville, Fila., a States Tr. Co., B. W. 
Lanier, secy. & tre 

Joliet, Ill., Will Co. Nat'l, Bank, F. R. Adams. 

Kankakee, Il., City Tr. & Svgs. Bank, A. M. 
Shoven, cash. 

Kansas City, Mo., Commerce Tr. Co. F. M. 
Staker, mgr. pub. dept. 

Kansas City, Mo., sas City Terminal Tr. 
Co., H. G. Hunter, V. P. 

Lincoln, Neb., The First Nat’l Bank, C. F. 
Snyder, Jr., pub. and new bus. mer. 

Long Beach, Cal., Long Beach Nat’l Bank, P. 
L. Hudson, asst. cash. 

Los Angeles, Cal., Hellman Com’l Tr. & Svga 
Bank, D. R. Branham, dir. pub. 

Los Angeles, C Cal., Sen aie make Tr. & Svgs. 
Bk., MacLennan, adv. m 

Los pak F Meal Union Bank a1 Tr. Co., A. L. 
Lathrop, tr. ‘off. 

Los Gatos, Cal., lst Nat'l Bank, C. F. Ham- 
sher, pres. 

Madison, S. D., Lake Co. Nat'l Bank, M. F. 
Berther, V. P. 

Meridian, Miss., Merchants & Farmers Bank, M. 
Keeton, mgr. svgs. dept. 

Milwaukee, Wis., Second Ward Securities Co., 
R. P. Hammond, mgr. bus. serv. dept. 
Minneapolis, Minn., Farmers & Mechanics Svgs. 

Bank, T. H. Wallace, treas. 
Minneapolis, Minn., Midland Nat'l Bank, L., L. 
D. Stark, asst. tr. off. 
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Minneapolis, Minn., Minnesota Loan & Tr. Co., 
W. EB. Brockman, pub. mgr. 

Minneapolis, Minn., Northwestern Nat’l Bank, 
F. Merrill, adv. mgr. 

Missoula, Mont., Western Montana Nat’! Bank, 
J. Bennett. 

Montreal, Que., Banque d’Hochelaga, 112 St 
James St., Léon Lorrain, dir. pub. 

Newark, Ohio, Home Bldg. Ass’n Co., E. M. 
Baugher, pres. 

New Orleans, La., Canal-Com’l Tr. & Svgs. 
Bank, H. B. Caplan, secy. to prea 

New Orleans, La., Hibernia Bk. & Tr. Co., F. W. 
Ellsworth, V. P., W. B. Wisdom, adv. mgr. 

New Orleans, La., Whitney-Central Nat’l Bank, 
M. L. Bouden, pub. mgr. 

Newport News, Va., ist New’ 1 Bank, D. L. Down- 
ing, asst. cash. 


N. Y. C., Ambrose R. Clark & Co., 71 Broadway. 

N. Y. C., American Express Co., 65 Broadway, 
S. D. Malcolm, gen. mgr. adv. 

N. Y. C., American Union Bank, pub. mgr. 

N. Y. C., Bank of America, Ann M. Gurley. 

N. Y. C., The Bankers Magazine. 

N. Y¥. C., “‘— my & Phenix Nat'l Bank, N. P. 
Gatling, V. 4 

N. Y¥. C., nom a Iron Nat’l Bank, M. Wheeler, 
pub. mg 

N. 2 L Equitable Tr. Co., A. DeBebian, adv. 

N. y. c. The Farmers Loan & Tr. Co., I. H. 
Meehan, asst. V. P. 

N. ¥. C., — Nat'l Bank, B. W. Griffin, 
pub. mg 

N. X. CG, Teentiecn Nat'l Bank., 130 W. 42nd 
8t. 

N. ¥. C., Mfg. Tr. Co., D. Lipsky. 

N. ¥. C., _ & "Metals PNat'l Bank, F. W. 


Gehle, P. 
N. 4 b news York Tr. Co., E. Langstroth, pub. 


Y. e. North Side Svgs. Bank, A. A. Ekirch, 

secy. 

Y. C., Seaboard Nat’l Bank, E. M. Hutchins, 

pub. mer. 

. ¥. C., Trade Bank of N. Y., R. Stein. 

N. Y. C., Union Bank of Canada, A. G. Sclater, 
adv. mer. 

N. Y. C., Western ene Tele. Co., H. L. Ham- 
ilton, adv. mg 

Norfolk, Va., Seaboard Nat’l Bank, W. V. Capps, 
new bus. mer. 

Northampton, Mass., Hampshire Co. Trust Co., 
G. S. Willis, pres. 

Norwich, Conn., Chelsea Svgs. Bank, J. D. Coit, 
asst. treas. 

Oak Park, Ill, Oak Park Tr. & Svgs. Bank, 
ih A. Clarahan, mgr. new bus. dept. 

Owego, N. Y., Owego Nat’! Bank, H. L. Under- 
hi 


ZZ 2 2 


il. 
Paterson, N. J., 2nd Nat'l Bank, W. Van Blar- 
com, asst. cash 
Pendleton, Ore., American Nat’l Bank, J. De 
Wilde, pub. mg 
—? Pa., - St. eNat'l Bk., J. T. A. Hosbach, 


mg’ 
Phila., Pa., , Bank, R. EH. Thompson, 
P. 


Vv. P. 

Phila., Pa., Phila. Nat'l] Bank, W. R. D. Hall, 
com’! serv. dept. 

Phila., Pa., Tradesmen’s Nat’l Bank, H. E. 
Deily, asst. cash. 

Pine —" Ark., Cotton Belt Svgs. & Tr. Co., 
L. E. Bassett, mgr. svgs. & pub. dept. 

Pine Bluff, Ark., Merch. & Planters Bank, 
R. W. Etter, asst. cash. 

Pittsburgh, Pa., Mellon Nat’l Bank, J. M. Wil- 
liams, pub. mgr. 

Pittsburgh, Pa., Pennsylvania Tr. Co., pub. mgr. 

Pittsburgh, Pa., W. H. Siviter, 122 Dithridge 8t. 

Plainfield, N. J., The Plainfield Trust Co., M. B. 
Schoeffel. 

Quincy, Mass., Granite Trust Co., D. a,’ Vv. P. 

Raleigh, N. C., J eae Nat'l Bank, A. 
Brown, asst. 

Raleigh, N. C., Som'i Nat’l Bank, E. E. Cul- 
breth, mgr. svgs. dept. 

Richmond, Va. Planters Nat'l Bank, R. E. 
Hotze, Jr., asst. cash. 

Richmond, Va., Virginia Tr. Co., W. Scott, V. P. 

Ripon, Wis., ist Nat’! Bank, W. ’R. Dysart, cash. 

Rochester, N. Y., East Side Svgs. Bank, C. C. 
Davy, atty. 


Rochester, N. Y., Union Tr. Co., A. J. Meyer, 
pub. mer. 
San “Antonio, Tex., Central Tr. Co., D. Ansley, 


San a. Tex., City Nat’l Bank, H. M. Hart, 


San Francisco, Cal., 1002 Monadnock Bldg., L. 
G. Peede. 

3an Francisco, Cal., Anglo-California Tr. Co., 
R. P. Anderson, mgr. bus. dev. dept. 

fan Francisco, Cal., Union Tr. Co.. M. New- 
man, asst. cash. 

Santa Rosa, Cal., The lst Nat'l Bk. of Santa 
Rosa, J. G. Morrow, V. P. & cash. 

Schenectady, N. Y., Schenectady Svgs. Bk., 
Miss A. R. Waldron, director serv. dept. 

Scranton, Pa., 3rd ay od Bank, Theda A. Hopps, 
mgr. new bus. dep 

Shelbyville, IIL, 1st Nat'l Bank, J. C. Eiber- 
spacher, V. P. 

Sioux Falls, S. D., Sioux Falls Nat'l Bank, J. W. 
Wadden, pres. 

Smithtown Branch, N. Y., Bank of Smithtown, 
J. A. Overton, cash. 

— _ Ind., Indiana Tr. Co., J. C. Stover, 


Spetene, Wash., Old Nat’l — Union Tr. Co., 
A. F. Brunkow, pub. m 

St. Joseph, Mo., 1st Nat’l Dank, L. J. Morgan, 
pub. mgr. 

St. Louis, Mo., 1st Nat'l Bank in 8t. Louls 
Frank Fuchs, pub. mgr. 

St. Louis, Mo., Liberty Central Tr. Co., J. V. 
Corrigan, pub. mgr. 

St. Louis, Mo., Mercantile Tr. Co., 8. P. Judd, 
pub. mgr. 

St. Louis, Mo., Nat’] Bank of Commerce, W. B. 
Weisenburger, asst. to pres. 

Stroudsburg, Pa., Stroudsburg Nat’l Bank, C. B. 
Keller, Jr., cash. 

Tampa, Fia., Citizens-Amer. Bank & Tr. Co., LL 
A. Bize, pres. 

Toledo, Ohio, Com’l Svgs. Bk. & Tr. Co., J. H. 
Streicher, asst. secy-treas. 

Toronto, Canada, Canadian Bank of Commerce, 
A. St. L. Trigge, secy. 

Toronto, Canada, H. J. Coon, 68 Farnham Ave. 

Trenton, N. J., Mechanics Nat’l Bank, C. KE 
Withers, tr. off. & pub. mgr. 

Tuscaloosa, Ala., City Nat'l Bank, 8. F. Cla- 
baugh, V. P. & cash 

Utica, N. Y., Svgs. Bk., H. W. Bell, dir. serv. 

Valdosta, Ga., Merchants Bank, A. F. Winn, 


Jr., V. P. 
Warren, Pa., Warren Nat’l Bk., R. W. Mackay, 
h. 


cash. 

Washington, D. C., Federal Nat’l Bank, John 
Poole, pres. 

Washington, D. C., Union Tr. Co. of D. C., W. 8. 
Lyons, asst. secy. 

i D. C., Washington Loan & Tr. Co., 
E. Thompson, pub. mgr. 

ae, N. Y., Jefferson Co. Nat'l Bank, 
R. W. Oakes, asst. cash. 

Wausau, Wis., Marathon Co. Bank, H. C. Ber- 
ger, cash. 

Waynesboro, Pa., ist Nat’l Bank, J. B. Guy, 
mgr. serv. dept. 

Wellsboro, Pa., ist Nat'l Bank, M. L. Matson, 


adv. dept. 
West hae 1 Pa., Farmers & Mechanics Tr. 
Cc. Hall, Vv. P. 


Wilkes-Barre, Pa., Luzerne Co. Nat’l Bank, 
W. J. Ruff, cash. 

Wilkes-Barre, Pa., Wyoming Nat’! Bank, W. M. 
Sherrill, mgr. pub. dept. 

Wilmington, N. C., Wilmington Svgs. & Tr. Co., 
Cc. E. Taylor, pres. 

Winnipeg, Manitoba, Union Bank of Canada, 
J. H. Hodgins, mgr. pub. dept. 

Youngstown, Ohio, ist Nat’! Bank & Dollar 
Svgs. & Tr. Co., J. N. Higley, pub. mgr. 


© 


New Names 


Chicago, Ill, Utility Securities Co., Paul A 
Jenkins, adv. dept. 

Lansing, Mich., Am. State Savings past, James 
H. Shepherd, mgr. new bus. dep 

N. Y. C., The Manhattan Svgs. Sustitution 
H. J. Molloy. 
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Present Day Persia 
By Hussein Alai 


Persian Minister to the United States 


{[Persia, a nation among the most famous of the ancient world, holds a spontaneous and 
emarkable friendship toward America, according to His Excellency, the Persian Minister to the 


United States. This friendship arises from 


appreciation, more unreservedly expressed than 


by any other nation, of American responsiveness and disinterestedness. Persia, seemingly more 
than any other country in the Fast, values the help America has rendered her by sending 


relief missions during times of famine, etc. and 


continues to give by maintaining in Teheran, 


the capital of Persia, a modern hospital, and educational institutions such as the American 
high school and, last but not least, by American fairness in business enterprise. This spirit 
of warm friendship is effectively reflected by the Persian people, from those of high station 
to the most humble, and greets the American traveler in any part of that country of beautiful 
roses and of romance and poetry. The Persian attitude of today clearly points to its deep innate 
sense of right. History shows that the Persian empire, from its beginning about 500 B. C., repre- 
sented a high civilization and enlightened rule, noted for humanity and justice, far more so than 
any other in the East. The following article is taken from an address delivered before the Bankers 
Forum, New York, at a recent banquet held at the Hotel Astor THE EDITOR.] 


OT the least important of the les- 
sons I have drawn from my con- 
tact with big men in American 

finance and industry is that very little, 
too little, is known about Persia in the 
United States and that consequently, in 
dealing with her, much undue timidity 
and hesitation are displayed. I have 
been amazed to find so much conserva- 
tism where we Persians have always 
been led to expect a spirit of enterprise 
and of willingness to take risks and 
hazards. 

Most Americans probably think of 
Persia in terms of the Arabian Nights, 
as a far-off and inaccessible land of 
mystery, a prey to chronic internal dis- 
order and foreign domination, flounder- 
ing in the mire of financial embarrass- 
ment. 

Of course, Persia is known as the 
birthplace of Omar Khayam, the land 
of roses and nightingales, of rugs and 
cats. Americans have read of us in the 
Bible and know that Cyrus, Darius, 
Cambyses and Xerxes were Persian 
kings, and I presume that it is gen- 
erally recognized that Persia has im- 
mensely contributed to the spiritual 
welfare of mankind by her theology, 
philosophy, art and literature. 

But, unfortunately, her plight and 
achievements in contemporaneous times, 
in the last hundred years, have attract- 
ed little attention in the west. The 
efforts she has made and is making with 
success, now, against great odds, to 
ado}! a democratic form of government, 
to reorganize her administration on 





modern lines, and to rehabilitate her- 
self economically and financially, are 
known but to a restricted circle of the 
initiated. ‘The size of Persia, her great 
potential wealth, the wonderful oppor- 
tunities she offers for the investment of 
foreign capital, are ignored. 

News from Persia, as from some 
other Eastern lands, rarely reaches 
these shores, and when it does it is gen- 
erally conveyed through foreign and 
interested channels, being thereby dis- 
figured or highly colored. It has been 
well said by Americans who have visited 
Turkey and Persia, that some Euro- 
pean countries have, by a veil cun- 
ningly woven from untruths, half-truths 
and exaggeration, sought to blind you to 
the seifishness and cynicism of their 
policy and to the sinister nature of their 
designs in the Near and Middle East. 
Those foreign governments have had the 
amazing faculty of deceiving themselves 
and others into the conviction that every 
predatory enterprise they engaged in 
was a moral crusade. 


BETTER MUTUAL UNDERSTANDING NEEDED 


I am so thoroughly convinced that we 
can never hope for a healthier at- 
mosphere, for world peace and co- 
operation, for stability and progress, 
unless there is a better understanding 
between East and West, which, contrary 
to Mr. Kipling’s opinion, can meet and 
understand one another, that I shall 
venture to give as brief a sketch as 
possible of the present situation in 
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HUSSEIN ALAI 


Persian Minister to the United Siates 


IS Excellency Mirza Hussein Khan Alai, the Persian Min- 
ister to the United States, was born in Teheran, Persia, 
in 1882. He is the son of the late Prince Ala-os-Saltaneh 
(Exalted One of the Kingdom), former Prime Minister of 
Persia. He was educated in England at Westminister School 
and at the University of London; read for the Bar at Inner 
Temple and completed studies as English Barrister. He served 
at the Persian Legation in London as Attache and Secretary; 
later returning to Persia, where for a period of eleven years 
he filled important posts at the Foreign Office and became 
Minister of Public Works, Commerce and Agriculture. He 
was a member of the Persian delegation to the Paris Peace 
Conference in 1919. In 1920 he was appointed Persian 
Minister to Spain. In 1921 he was transferred from Spain to 
Washington, presenting his credentials to President Harding 
in November of that year. 
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I shall endeavor to submit the 
real facts, the plain unvarnished truth, 
leaving the reader to make his own de- 
ductions. 

In doing this I will try to demon- 
strate the contrast between American 
co-operation and the imperialism of cer- 
tain countries of Europe, as these have 
affected my country. Finally, I will 
that with America’s friendly 
assistance and moral support, Persia is 
now on the road to rehabilitation and 
prosperity, proving that the unselfish 
influence of the United States does not 
confine itself to the improvement of the 
New World but that it usefully exerts 
itself, and can still further and more 
effectively exert itself, in rejuvenating 
one of the most ancient Empires, the 
cradle of the Aryan race from which 
you are sprung. 


Persia. 


show 


ENCROACHMENT BY RUSSIA AND BRITIAN 


Russia in the early part of the Nine- 
teenth Century wrenched away from 
Persia the Caucasian provinces, convert- 
ing the Caspian Sea into a Russian lake, 
and imposing upon us the Treaty of 
Turkmantchai in 1828 which treaty has 
now, since the collapse of imperialistic 
Russia, been abrogated. England, on 
the other hand, was not idle in extend- 
ing her hold on the Persian Gulf, and 
penetrated into the south of Persia. Step 
by step the Muscovite Empire extended 
its tentacles into Persia; appropriated 
large tracts of land on the Turcoman 
frontier; seized strategic bases on the 
Caspian Sea; obliged the Shah to take 
tussian officers into his employ to train 
a brigade of Cossacks, thus obtaining a 
hold on the armed forces of the country ; 
exacted concessions for roads, harbors, 
railways, telegraphs, mines—never ex- 
ploiting these to Persia’s advantage, but 
merely holding them to prevent any 
other power helping toward Persia’s sal- 
vation; prevented transit of foreign 
goods through her territory into Persia 
with the avowed object of monopolizing 
Persian markets—in short, used every 
conceivable means by 


cajolery and 
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menace to increase day by day its in- 
fluence at the court of the Shah. 

In 1889 Great Britain obtained a 
concession for the establishment of a 
bank—The Imperial Bank of Persia— 
with the exclusive privilege of issuing 
notes. The Russians followed suit and 
established the Banque D’Escompte de 
Perse, really an emanation of the Min- 
istry of Finance of St. Petersburg. 
These two banks were rivals, but be- 
tween them they controlled all financial 
operations in the country, manipulating 
the exchange to their own advantage. 
In the meanwhile their respective gov- 
ernments were preventing Persia from 
having access to the open market for 
her loans, obliging her to obtain small 
advances, offered on exorbitant terms, 
from the British and Russian banks. 
The people, led by the more enlightened 
statesmen, members of the clergy, and 
the intellectual classes, became extreme- 














BUILDING 


| gonna is doing much construction work. Building 
permits in Detroit alone for 1923 exceeded $120,000,000— 
passing the previous high mark. 

Cement, steel, brick, lumber, clay products, asphalt, electrical 
goods, glass, machinery, equipment, furniture, etc., has as a re- 
sult been purchased from all over the United States in endless 
train loads. 

Building is but another of many business reasons why your 
bank should have the best connection obtainable through which 
it may serve your customers efficiently throughout the Great 
Lakes Region. 


FIRST NATIONAL BANK 
Sern OT MICHIGAN 


The First National Bank, the Central Savings Bank and the 
First Nationa] Company of Detroit, are under one ownership. 











ly ay 
neig! 
cont 
polic 
entel 
ultin 
Pers 
a rea 
the ] 
and 

to fa 
ful 1 


PUE 


Tl 
clam 
siste 
in th 
Shal 
to th 
gran 
ing { 
senté 
ed-L 
Ali, 
prin 
towa 
a m 
ment 
liam: 
mon: 
sia, 
the 
to a 
the 
office 


THE BANKERS MAGAZINE 


ly apprehensive lest the imperialism of 
neighboring countries, their intrigues to 
control the sovereign and his court, their 
policy of obtaining concessions for big 
enterprises covering vast areas, might 
ultimately lead to the subjection of 
Persia to foreign domination. They saw 
a real danger in the concentration of all 
the power in the hands of an autocrat 
and his minions who were always liable 
to fall within the orbit of strong push- 
ful neighbors. 


PUBLIC CLAMOR FOR A CONSTITUTION 


The people therefore revolted and 
clamored for a constitution. 
sisted upon their right to have a voice 
in the government of the country. The 
Shah yielded to popular pressure and 
to the great influence of the clergy. He 
granted, in 1906, a constitution provid- 
ing for a Madjless, or House of Repre- 
sentatives. Soon after this Mozaffer- 
ed-Dine died and his son, Mohammed 
Ali, succeeded to the throne. This 
prince at first displayed friendliness 
towards the new regime and even signed 
a more comprehensive body of funda- 
mental laws, virtually establishing par- 
liamentary government, a constitutional 
monarchy, but later, urged on by Rus- 
sia, who had all along been hostile to 
the democratic movement, he resorted 
to a coup d’etat and with the help of 
the Russian Minister and the Russian 
officers in his employ, he bombarded the 
Parliament House in 1908. 

Meanwhile, in 1907, the Anglo- 
Russian Agreement, creating zones of 
Russian and British influence in Persia, 
was signed, to the intense indignation 
of the Persian people, who saw in this 
arbitrary action of neighboring powers 
a great infringement of their sover- 
eignty and another manifestation of im- 
perialism. The flames of nationalism 
were again fanned by this foreign ag- 
gression, and when the Shah tried in 
1908 to dispense with the Madjless a 
second revolution, much more serious 
than the first one, broke out. Nationalist 
forces from the north and south, joined 
hands and captured Teheran in 1909, 
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obliging the Shah to abdicate. His son, 
Sultan Ahmed Shah, our present sov- 
ereign, then only a boy, was acclaimed 
as king, and a regent was appointed. 


REGENERATION PREVENTED 


But Russia was determined to prevent 
the regeneration of Persia. When the 
legislature and the executive, acting in 
harmony to improve conditions, obtained 
the services of Swedish officers for the 
organization of a gendarmerie, and of 
American advisers for the straightening 
out of the finances, Russia tried to block 
these reforms and finally threatened 
armed occupation of the capital of 
Persia, bringing troops right up to the 
gates of Teheran. Thus Russia, in con- 
junction with Great Britain, compelled 
the Persian Government to discharge 
W. Morgan Shuster and his American 
associates. 
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This was a great blow to the na- 
tional aspirations, but other blows fol- 
lowed in quick succession. The ex- 
Shah was encouraged by Russian help 
to make a raid on Persia and distract 
the attention and resources of the gov- 
ernment from useful reforms. The 
Persian Government was forced by Rus- 
sia and Great Britain to recognize the 
Anglo-Russian Convention of 1907, that 
is, the virtual partition of the country. 
Russian consuls arrogated to themselves 
the rights of governors in Persia, they 
interfered in judicial and financial mat- 
ters; prominent Persians, nationalists 
and priests were hanged by the Russian 
soldiery occupying our important cities; 
Russia did not even shrink from bom- 
barding the mosque of Imam Reza at 
Meched, the glory of the Shiah world, 
the most sacred place of pilgrimage in 
our land. 

It is therefore not surprising that 
when the World War began the hearts 
of all Persians were filled with bitter- 
ness and resentment against Russia. 
There was no feeling of friendship for 
Germany or Turkey, but a distinct de- 
sire to see the enemies of Russia 
triumph. Nevertheless, we remained 
neutral throughout the war, but that 
neutrality was violated from the first 
by Russia, and later by Turkey and 
Great Britain. Persia was devastated; 
she became the Belgium of Asia. Her 
fairest provinces were given over to fire 
and sword; her foodstuffs and beasts 
of burden were commandeered by for- 
eign armies; she suffered famine and 
epidemics. 


In this gloomy and desperate situa- 
tion a ray of light came from America. 
The lofty principles advocated by 
President Wilson for the readjustment 
of the world reached our ears. An 
American relief commission arrived in 
Persia and ministered help and succor 
to the sorely tried people. The col- 
lapse of imperialistic Russia—the Rus- 
sia of the Romanoffs, which had kept us 
under its heel for so long—was also a 
Godsend to Persia. The old order 
changed, yielding place to a regime 
which reversed the policy of its pre- 
decessors by returning to the Persian 
people all the rights extorted from them 
by the Czars; treaties. conventions, 
arrangements, protocols, concessions, 
wrenched from us under duress, were 
by one stroke of the pen rendered null 
and void. Russian troops which had 
occupied our territory and wrought such 
havoe were removed, and we began to 
breathe again. 


NO REDRESS AT PEACE CONFERENCE 


But we obtained no redress in 1919 
at the Paris Peace Conference whither 
the Persian Government sent a delega- 
tion of which I was a member. In- 
fluence was exercised at the conference 
table to prevent our obtaining a hear- 
ing, and meanwhile the Anglo-Persian 
Convention of 1919, which made Persia 
virtually a British Protectorate, was 
put through. But there was such a 
storm of protest against it both inside 
and outside of Persia that the conven- 
tion was finally abrogated in 1921 by 
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mutual agreement with Great Britain. 
The stand taken by American Secretary 
of State Lansing against this cynical 
policy greatly strengthened Persia’s 
hand in throwing overboard such an 
unpopular and baneful compact. 

It will therefore be seen that since 
1921, Persia’s political horizon has be- 
come brighter. Direct foreign inter- 
ference, as a result of a new spirit in 
international relations introduced by the 
United States, and of the awakening of 
the East, has ceased, and I may here 
say that the East is wide awake but not 
in hostility toward the West, rather in 
resentment against certain powers of 
Europe, and in the full determination 
to insist upon respect of the independ- 
ence and sovereignty of its component 
parts. Being at last after centuries of 
coercion given a chance to put our house 
in order, we lost no time in organizing 
a small but efficient homogeneous mili- 
tary force in place of the heterogeneous 
forces imposed upon us. This army 
under the leadership of a strong and 
patriotic Minister of War—Reza Khan 
—has re-established order throughout 
the land, repressing agitation and unrest 
largely encouraged by foreign inter- 
ference and intrigue, and restoring in 
the provinces the authority of the cen- 
tral government, which had been im- 
paired by the presence of foreign 
troops. The Persian Parliament, or 
Madijless, as we call it, met again in 
June 1921. Its first care was to vote 
measures tending toward the rehabilita- 
tion of the country after its terrible ex- 
periences and sufferings during the war. 


PERSIA’S FAITH IN AMERICA 


America’s helpful policy towards 
China, her advocacy of the open door 
and equality of opportunity, and her 
great achievement at the Washington 
Conference for the Limitation of Arm- 
ament. inspired Persia with such con- 
fidence in her altruistic motives that we 
naturally turned to her for the technical 
and financial assistance required to up- 
build Persia after her terrible suffer- 
ings. Among other steps was the em- 
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ployment by Persia of a group of 
American financial advisers under the 
able leadership of A. C. Millspaugh, 
formerly economic adviser to the De- 
partment of State. For nearly a year 
now the finances of the Persian Govern- 
ment have been under the control of 
these American administrators. The 
powers of the American group are de- 
rived ultimately from the Persian Par- 
liament, whose comprehensive grants of 
authority give the American adminis- 
trator and his assistants adequate 
powers, and immunity from political 
vicissitudes. 

The efforts of Dr. Millspaugh have 
already borne fruit in a steady improve- 
ment of the nation’s financial condition, 
and, in his opinion, the Persian Govern- 
ment is now in a position to contract 
one or more foreign loans. Accordingly, 
the Parliament has recently sanctioned 
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negotiations for loans not exceeding 
$40,000,000 in the aggregate, destined 
in large part for public utilities and in- 
dustrial development to be carried out 
by American firms. Evidence of the con- 
fidence of the Persian people in the 
American mission and in the United 
States in general was furnished by a 
stipulation in the law that the loan must 
be placed with American bankers. 

Since the change of régime in Russia, 
the Banque D’Escompte—a Russian in- 
stitution to which I referred earlier— 
has been transferred to the Persian 
Government and a national bank, the 
Banke Iran, is being organized in its 
place. Dr. E. L. Bogart, professor of 
economics at the University of Illinois, 
accompanied Dr. Millspaugh to Persia 
as adviser on banking and currency on 
a one-year contract. He studied the 
banking situation there and has now re- 
turned to this country. When a number 
of friends and I had the pleasure of 
entertaining him at dinner last October 
he gave a very interesting and favor- 
able account of his experiences in Per- 
sia, and expressed the conviction that 
real progress was being made. It is the 
purpose of the government to employ 
an American in the position of director 
of the Banke Iran; just as soon as a 
loan for productive work is floated in 
this country, a considerable sum will be 
earmarked for the setting up of this na- 
tional institution on a firm basis. 


PERSIA’S GREAT NATURAL RESOURCES 


With the exception of the southern 
oil fields, one of the world’s richest pro- 
ducing areas, the great natural resources 
of Persia have scarcely been touched. 
Under the general direction of the 
American advisers later to be appointed 
for the Ministry of Public Works, it is 
expected that American capital will find 
lucrative employment in road, railway, 
and bridge building; irrigation construc- 
tion; mineral and oil exploitation, and 
other means of developing Persia indus- 
trially and economically. The budget 
for the fiscal year 1923-1924 has under 
the supervision of the American ad- 
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visers been balanced. As compared with 
almost any other country the debt of 
Persia both gross and per capita is 
practically negligible. The result is a 
national burden phenomenally small as 
compared with the potential and even 
the present wealth of the nation. There 
has been no inflation whatever in Per- 
sian currency. 


PERSIAN CURRENCY SOUND 


Persia is one of the few countries 
today whose currency is not debased 
nor depreciated. I repeat that Persia 
is in a state of domestic peace. Her 
roads were never more safe for com- 
merce. Her provinces are loyal to 
the central government. Tranquility 
throughout the country is assured by a 
strong, regularly paid gendarmerie, 
which is entirely free from foreign in- 
trigue or influence. ‘This force acts as 
a national constabulary and gives its 
constant support to the work of the 
American financial administrators. I 
have already said that the political sit- 
uation has completely changed. Soviet 
influences do not touch the masses of the 
people, who are economically, religious- 
ly and temperamentally unfitted for 
communist propaganda. The dominance 
of Moscow is in no way likely to be 
felt in Persia. On the other hand, Great 
Britain has withdrawn all of her forces 
from the country and definitely aban- 
doned any attempt to control Persia 
politically. In short, Persia is ready to 
take the place to which her brilliant his- 
tory entitles her among enlightened 
and progressive nations. 

The time is propitious for American 
participation in the economic develop- 
ment of Persia and the Near East. 
Coupled with their appreciation of 
America’s financial strength is a faith 
shared universally among Persians, 
Turks and Afghans, in her political dis- 
interestedness and her economic ef- 
ficiency. 

Never before have the peoples of 
Asia so fully realized the significance 
of the high principles for which America 
stands. Never have the needs and bene- 
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ROMAINE A. PHILPOT 


New York Banker and Chairman Bankers Forum 


M& PHILPOT was recently chosen, subject to ratifica- 

tion of the Persian Parliament, as head of the Banke 
Iran, the new government bank of Persia, according to an 
announcement made during an address by the Persian 
Minister to the United States, at a recent banquet given 
by the Bankers Forum in honor of the president of the 
American Bankers Association. This is the first time in 
American banking history that an American has been 
selected to become the head of a foreign government bank. 
Mr. Philpot is a member of the firm of Philpot & Cannon, 


bankers’ agents, and is chairman of the Bankers Forum, 


New York. 








91 








92 THE BANKERS MAGAZINE 








Banco del Peru 
y Londres 


LIMA, PERU 


Subscribed and 
Paid-up Capital £P500,000 


Reserve Funds <£P235,000 


Branches: 
Arequipa Pacasmayo Piura 
Chiclayo Callao Cuzco 
Huacho Chincha Alta Mollendo 
Ica Huancayo Trujillo 
Letters of Credit, Drafts, and 
Cable Transfers issued, Bills 


negotiated, advanced upon, or 
sent for collection. 


c Agents in 
London — Paris — New York 




















fits of peace, fraternity, and interna- 
tional co-operation in every form of 
human activity been so evident as they 
are today. 

If we seek the dominant ideas in 
world politics we will find that 
individualism first absorbed men’s 
thoughts and inspired their deeds. This 
idea was gradually supplanted by that 
of nationalism, which found expression 
in the ambitions of conquest and the 
greed of territery so manifest in the 
Nineteenth Century. Following the im- 
pulse of nationalism the idea of inter- 
nationalism began to develop. It ap- 
peared to be an increasing influence 
throughout the world when the recent 
war of empires, that great and terrible 
manifestation of nationalism, stayed its 
progress in Europe, and brought dis- 
couragement to those who had hoped 
that the new idea would usher in an era 
of universal peace and justice. 


THE AMERICAN PRINCIPLE 


Pan-Americanism, born of the Mon- 
roe Doctrine, is an expression of this 
new spirit—the idea of internationalism. 
America has become the guardian of 
that idea which will, in the end, rule 
the world. The American principle is 
that as between nations equality is the 
only principle of justice, and that the 
weak nations have just as many and the 
same rights as the strong nations. The 
feeling that penetrates every American 
is that there is a great future, that a 
man can handle his own fortunes, that it 
is his right to have his place in the 
world. 

These are the principles and feelings 
which certain countries of Europe have 
not yet understood, but which the 
people of Persia uphold with those of 
America. 

& 


Great Britain 


The political situation continues to 
determine the tone of finance and 
commerce in Great Britain. The 
general election of December affected 
business adversely in two directions. 
First, the mere fact of an_ election 
disturbed the business world; and, 
secondly, the result of the election had 
a depressing effect on British trade and 
finance. The increase in the voting 
strength of the Labor Party, the defeat 
of the Conservative Party and its pro- 
posals for protection and, finally, the 
possibility, or even probability, of a 
Labor Government soon replacing the 
Baldwin Government all tended to chill 
the bloodstream of trade. 

The capital levy, which during the 
electoral campaigns was thought to be 
rather an academic menace, is now re- 
garded more seriously. Financial and 
political experts are agreed that the 
Labor Party would, as a minority 
group, be unable to put into effect any 
radical legislation as it is expected that 
the Liberal and Conservative Parties 
could and would act in concert to pre- 
vent any such disturbing development. 
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In spite of this analysis, however, the 
results of the election, together with 
the confusion of party groups resulting, 
has lowered the business tone during the 
closing weeks of December. London 
correspondence to the New York Times 
significantly reports that during the 
weeks following the election “there has 
been a general apprehension, with con- 
siderable liquidation by nervous in- 
vestors who thought they saw an ugly 
menace in a possible Labor Govern- 
ment.” As a direct result of the elec- 
returns, Premier Baldwin’s com- 
mittee appointed to formulate the tariff 
protection measures has discontinued its 
labors without reporting its proposals. 


tion 


BRITISH DEBT PAYMENTS AND LIBERTY 
BONDS 


On December 15 the British Govern- 
ment paid the second installment of its 
debt to the United States. The amount 
paid was $92,000,000, of which $69,- 
000.000 represented interest. The dif- 


ference of $23,000,000 applied on the 
principal which before the second pay- 
ment stood at $4,600,000,000. By tak- 
ing advantage of the proviso in the debt 
funding agreement whereby Liberty 
Bonds could be purchased by the British 
Government and turned over to the 
United States Treasury at face value, 
the British Government effected a sav- 
ing of $1,500,000. The total pay- 
ment of Great Britain since the debt 
funding plan went into effect early in 
1923 is $161,000,000. An interesting 
feature of the second payment is the 
fact that only about $200 of actual gold 
changed hands. This merely nominal 
amount was all that was necessary to 
allow for interest adjustments and to 
render perfect balance. 


LATE DECEMBER DECLINE OF STERLING 


During the last two weeks of De- 
cember there was a marked decline in 
the pound sterling. There was some 
doubt as to the precise reason for this 
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decline. Developments in home British 
politics were held partly responsible. 
Another factor, primary or contribu- 
tory, was the import surplus for Novem- 
ber as revealed in the British foreign 
trade statement. This import surplus, 
which was the largest since August 
1921, was the result of heavy cotton 
imports which continued even in the 
face of rising prices. Especially time- 
ly, in view of this decline of sterling, 
is the opinion of Reginald McKenna. 
chairman of the Midland Bank. as ex- 
pressed in the December Bulletin of 
that institution. He stated that: 


Merely from the point of view of ex- 
ternal relationships there is no reason for 
deploring the failure to revert to the pre- 
war sterling-dollar ratio. Under present 
conditions the regulation of our currency 
should conform solely to the requirements of 
industry and trade. It is admitted on all 
hands that business revival must be ac- 
companied by slowly rising prices. Before 
the war, and indeed even now, rising prices 
are considered as a criterion of improving 
business. The rising prices, however, are 
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merely the popular expression of expanding 
credit. Why, then, blame the cause while 
lauding the effect? 

The two are inseparable, and why credit 
expansion for productive purposes is an evil 
when the currency is based not on gold but 
on the credit of a solvent Government, is a 
matter that still demands explanation. With 
the Bank of England in control of its own 
lending power and with national expenditure 
covered by revenue, checks upon speculative 
and monetary inflation are at least as ef- 
ficacious as under the old system. Admitted- 
ly the movement may possibly tend to a 
temporary depreciation of sterling in terms 
of dollars or at least arrest the progress 
towards pre-war parity. 

But such a tendency must not be taken 
to indicate reckless indulgence in inflation 
and the imposition of heavier burdens upon 
the country in the payment of its external 
obligations. Monetary inflation is of course 
to be scrupulously avoided, as leading almost 
inevitably to economic collapse. 


BRITAIN AND THE GERMAN INQUIRY 


Great Britain was keenly disappoint- 
ed when the proposed Hughes plan for 
inquiry into Germany’s financial condi- 
tion failed to materialize. This dis- 
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appointment has been relieved by the 
Reparations Commission’s plan for an 
inquiry. Sir John Bradbury, British 
member on the Reparations Commission, 
has worked hard for some such inquiry 
and all Britain realizes that British un- 
employment and other domestic troubles 
are intimately inter-related. Especial- 
ly pleasing to British financial circles 
is the participation, even though in an 
unofficial capacity, of three American 
experts. The British delegates invited 
by the Reparations Commission to 
serve on the two investigating commit- 
tees are Sir Joseph Stamp, Reginald 
McKenna and Sir Robert Kindersley. 
Mr. Stamp, regarded as one of the 
greatest statisticians living, resigned in 
1919 the post of Assistant Secretary to 
the Board of Inland Revenue to become 
secretary of the Nobel Industries Ltd. 
Mr. McKenna is chairman of the Mid- 
land Bank Limited. Mr. Kindersley 
is a director of the Bank of England. 
Mr. Norman, the Governor of the Bank 
of /ngland, had first been appointed 


but press of other duties prevented his 
being a member of the committee, and 
Mr. Kindersley replaces him. 


BRITISH INTEREST IN MONETARY POLICY 


The December general election with 
the attendant discussion of unemploy- 
ment has led to a special interest in the 
British monetary policy. In an editorial 
in its issue of December 15 The Econo- 
mist has this to say: 


The problem of reviving British industry 
on a scale that will absorb Britain’s unem- 
ployed transcends and overshadows every 
other public question. The Conservative 
party have suggested that a change in our 
fiscal system would do the trick, but the 
electorate have decided that that remedy 
would make the patient worse and not bet- 
ter. This decision will intensify the public 
desire to probe more deeply into the causes 
of the trouble, and to examine any other 
proposals that bear upon it. Among the 
most important of the issues which must 
now be discussed is that of our currency 
policy. Is the policy that we have hitherto 
pursued driving down prices, and if so, is 
this hastening or retarding the return to 
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normal conditions? If the latter, is there 
any practical alternative? Such are some of 
the questions that are being asked wherever 
public affairs are being discussed. 


The editorial then goes on to discuss 
J. M. Keynes’ new book, “A Tract on 
Monetary Reform,” in which the author, 
according to the summary of T’he Econ- 
omist, argues from the premise that 
gold is an unreliable standard of value 
and that it is possible in theory to make 
a scientific standard based upon the 
values of commodities generally. After 
criticising Mr. Keynes’ proposals The 
Economist concludes by saying that its 
criticisms do not “‘affect the thesis that, 
in the long run, if our economic system 
is to work well, money and credit must 
become our servants and not our mas- 
ters, and that our goal should be to 
eliminate periodical fluctuations in the 
value of our monetary unit, and to se- 
cure over long periods a steady standard 
of value.” 


France 


In spite of the fact that the early 
part of December seemed to forecast 
French success in the Ruhr as suggested 
by agreements with the German state 
railways for use of rolling stock and 
by further agreements with industrial 
groups, these developments were rele- 
gated to a position of secondary im- 
portance by other developments at the 
close of the year. The further tendency 
toward complete demoralization in Ger- 
many, the appeal of the Reich to Paris 
for direct dealing on reparations and 
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allied problems, the Reparations Com- 
mission’s success in bringing about an 
inquiry into Germany’s financial con- 
dition and, finally, the sharp decline of 
the franc, indicated events of greater 
significance than the early December 
French contacts in the Ruhr. 


DECLINE OF THE FRANC IN DECEMBER 


Late December was characterized by 
a sharp decline in the frane to a new 
lowest level. On December 26 it 
reached a point slightly below five cents, 
and although it rallied ten points on the 
following day there was nevertheless 
much speculation as to the cause of the 
decline. The French authorities argued 
that the showing of the franc in ex- 
change was not truly representative of 
the condition of French finances, and in 
support of this argument Minister de 
Lasteyrie painted a bright picture for 
the benefit of the Finance Committee of 
the French Chamber, pointing out as the 
favorable factors in the French financial 
situation the following facts: (1) That 
the ordinary budget for 1923 will really 
balance and that the one for 1924 bids 
fair to do the same; (2) That receipts 
from normal and permanent sources in 
the past ten months had been $2,500,- 
000,000 francs in excess of those for 
the first ten months of 1922; (3) That 
in the year 1923 the yield from taxation 
amounted to 21,000,000,000 francs, to 
which must be added 2,000,000.000 
from exceptional sources, while in 1920 
taxes produced only 14,000,000,000 
francs. 
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Correspondence to the New York 
Times dated December 23 also gives the 
official French point of view in the fol- 
lowing despatch: 


M. Bokanowski, official reporter of the 
legislative finance commission, in his recent 
report to the Chamber of Deputies on the 
budget for 1924, summed up the progress 
made by France in the last few years. First 
he laid stress on the very substantial econ- 
omy which has been accomplished in army 
expenses. Military outlay, which in 1919 
was still 18,185,000,000 francs, has been re- 
duced to less than 5,000,000,000 in 1923. 

During the same interval, civil expenditure 
has been reduced by 11,317,000,000 to 6,- 
231,000,000 francs. Furthermore, the per- 
manent budget receipts, which were 4,907,- 
000,000 in 1918, rose as a result of the new 
taxation to 14,948,000,000 in 1920, and will 
exceed 21,000,000,000 for the whole of 1923. 
The “capitation” figure in France, or aver- 
age tax payment per citizen, has at last 
equalled that of England and is higher than 
that of Germany, even including repara- 
tions. 

M. Bokanowski, after examining the 
economic position of France, expressed the 
conclusion that the frane has been unjustly 
depreciated through psychological influences 
or foreign markets, whereas the rapid de- 
velopment of the economic resources in 
France ought to have created great confi- 
dence in her future. He emphasizes the 
fact that the French grain harvest, which 
was only 6,500,000 tons in 1920, as against 
8,800,000 tons in 1913, has reached in 1923 
the figure of 8,800,000, or the same as the 
pre-war basis. 

Minister of Finance de Lasteyrie blames 
the dvpreciation of the franc on Germany. 
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In replying to an interpolation in the senate 
he said that commerce and finance were 
in good shape but that nevertheless the 
franc had been falling for three years. He 
claimed this to be the result of unfavorable 
psychological reactions to France. He 
pointed out that France in 1923 had paid 
to Spain 204,000,000 pesetas, to Japan 50,- 
000,000 yen and to the United States $13,- 
000,000. 


BANK OF FRANCE WANTS PAYMENT 


Financial experts hold that one of the 
chief contributory reasons for the un- 
favorable showing of the franc on the 
exchanges of the world in late Decem- 
ber was the demand of the Bank of 
France for payment. This is described 
by the New York Times Paris corres- 
pondent as “a serious situation involv- 
ing the whole financial position of 
France.” In 1920 it was agreed, ac- 
cording to a convention between the 
then Minister of Finance M. Marsal 
and the bank, that the French Treasury 
should reimburse the bank yearly to 
the extent of 2,000,0000,000 francs as 
a measure of progressive deflation. In 
1921 this policy was adhered to, but in 
1922 only 1,000,000,000 francs were 
paid the bank. The present Minister 
of Finance is charged by several of the 
Paris press with the intention to make 
no payment for 1923, but instead, of 
trying to make a new agreement with 
the bank, one that the bank will not 
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consent to. The effect of all this, as 
is pointed out in the French press, is 
to further depreciate the franc. 

Finance Minister Lasteyrie obtained 
the senate’s assent to the “exceptional” 
convention made this year with the 
Bank of France reducing repayments 
of the state’s debt from 2,000,000,000 
to 800,000. The Senate Finance Com- 
mission in giving its approval empha- 
sized, however, the necessity of a policy 
of economy and money stabilization. 
There was some criticism from senators 
who seemed to see in a reduction of 
state repayments a connection with the 
fall of the franc. 

M. de Lasteyrie in asking for ap- 
proval of the senate to that part of the 
budget covering “recoverable expenses” 
stated that by the end of the year 
France would have spent for repara- 
tions pensions 118,000,000,000. This 
amount, which is budgeted for separate- 
ly each year, is charged against Ger- 
many’s unpaid reparation bill. 

Several clauses in the new budget re- 
duce credits for reconstruction. Thus Ar- 
ticle 10 allocates only 2,000,000,000 in- 
stead of 3,250,000,000 from the national 
defense bonds to payment of war in- 
demnities. This and other reductions 
are a result of an appeal made to the 
patriotism of the representatives of the 
liberated districts who, in view of the 
financial situation of the country, waived 
some of their claims from immediate 
consideration. Nearly 3,000,000,000 
francs have been paid in taxes by the 
devastated districts during the last year. 


vs 


UNFAVORABLE VIEW OF FRENCH 
FINANCES 


That the optimistic report of French 
officialdom on finances is not agreed 
with universally, even when supported 
by rising French revenues, record pro- 
duction of steel as in October last, and 
booming French textile industry, is 
shown by the trenchant comment of an 
editorial from the Wall Street Journal 
on the state of French finances. After 
reviewing the official reports to the 
Chamber of Deputies, the Journal of 
Commerce presents other data and con- 
cludes thus: 


These things are certain: That in the 
course of the last twelve months the franc 
has been steadily falling, prices steadily ris- 
ing, the debt steadily increasing, the chance 
of reparations steadily receding. The most 
patriotic of Frenchmen admit it. On the 
eve of the opening of another year with 
20,000,000,000 francs to be added to the debt, 
with the dollar higher than it has ever been 
before, with the strain on the Entente 
greater than ever, with the German Crown 
Prince among his countrymen again and 
German sentiment concentrating towards 
reaction and dreams of revenge, with a total 
cessation of all reparation payments, and 
with the Rhineland and the Ruhr plunged 
deep in political and economic confusion, he 
needs a stout heart to maintain a cheerful 
face. But the Frenchman’s faith in his 
country is unwavering. That is the bull 
point and it is a big one in the situation. 


FRANCE AND THE LITTLE ENTENTE 


The close relationship between 
France and new states created by the 
Versailles Treaty was further indicated 
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by the Treaty of Alliance between 
France and Czechoslovakia, announced 
on December 27. The fourth clause of 
this treaty relates to economic matters, 
which probably means special customs 
arrangements such as exist between 
France and Belgium. In connection with 
the making of the alliance it is recalled 
that the Franch Parliament in late De- 
cember consented to a credit of 300,- 
000.000 frances to Czechoslovakia. 


Italy 


Italian business is influenced by de- 
velopments in home politics just as 
British business during December was 
influenced by the election in the British 
Isles. The expectation that next April 
or May will see a general election in 
Italy has caused an optimistic spirit in 
Italian business circles for the reason 
that such an election is taken to presage 
a return to constitutional government. 
Italian financial circles followed with 
great interest the British election, as it 
is believed in Rome that the British 
workman is bringing pressure to bear 
on the British Government for a solu- 
tion of the Ruhr impasse. Italian busi- 
ness groups are eager for a settlement 
of the Ruhr question as such a develop- 
ment is expected to improve Italy’s 
prospects for getting reparations. 

Business continues to be good 
throughout Italy. Foreign trade for 


October showed a decrease in imports 


to the extent of 100,000,000 lire, while 
exports increased to the extent of 119,- 
000.000 lire. As a result the surplus 
of imports for the month, which was 
510.000.000 lire in October 1922, was 
reduced to 291,000,000. Together with 
this change there has been an increase 
of governmental revenues in both direct 
and indirect taxes. The month of 
November showed an increase in ordin- 
ary revenues of 211,000,000 lire over 
the corresponding month of 1922. New 
industrial capital invested in November 
amounted to a net gain of 103,000,000 
lire as compared with 37,000,000 lire 
for October and 92,000,000 lire for 
Novi mber 1922. 
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Continued improvement in the state 
of Italian government finances is shown 
by the report of Minister of Finance 
de Stefani, made to the senate at Rome 
on December 8. During the last fiscal 
year, Minister de Stefani reminded the 
senate, the deficit had been reduced by 
1,000,000,000 lire. During the first five 
months of the current fiscal year there 
has been a further reduction of the 
deficit by about another 1,000,000,000 
lire. 

According to reports from Rome and 
from Petrograd a commercial treaty is 
about to be negotiated between Italy 
and Russia. The Soviet mouthpiece 

zvestia devoted a leading article on 
December 4 to discussion of this treaty, 
and the Rome correspondent of the 
London Times sent his paper the fol- 
lowing report on December 11: 
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It is reported that the Italo-Russian ne- 
gotiations in Rome for the commercial treaty 
are proceeding actively. 

The head of the Russian delegation which 
has arrived for this purpose from Moscow 
is the well-known economist Serge Gorgia- 
koff. The Italian delegation is headed by 
Senator Contarini, Permanent Secretary to 
the Foreign Office, and the Director-General 
of Customs, Commendatore Lucciolli. Ap- 
parently there will be two treaties—one be- 
tween Italy and the Union of Soviet Re- 
publics of Russia, and the other with the 
Ukraine Republic. 

The concessions which, it is stated, Italy 
will obtain are the following:—(1) An oil 
concession in the Caucasus; (2) a coal zone 
in the Donetz Basin; and (3) a cereal zone 
in the Ukraine. Italy would supply capital, 
labor, and experts, and the Soviet, on its 
part, would ensure the natural resources. 
The Soviet Government would be a partner 
with right to a percentage of the net profits. 


- 
Germany 

INQUIRY INTO GERMAN FINANCES 
The biggest news of the past year 
as regards the German situation is the 
action taken by the Reparations Com- 
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mission in arranging for investigation 
into German finances. This inquiry 
will be conducted by two committees. 
The function of the first committee will 
be to examine internal German finances 
with a view to determining measures 
for the balancing of the budget. The 
second committee is to investigate the 
amount of exported German capital held 
in other countries. Germany, as well 
as France and England, is much en- 
couraged by the fact that the American 
Government has been favorable to the 
participation, although in an unofficial 
capacity, of three American financial 
experts on these committees. The 
Americans who will act on the commit- 
tees are Charles G. Dawes, who was the 
first Director of the Budget under 
President Harding, Owen D. Young, 
chairman of the board of directors of 
the General Electric Company. and 
Henry M. Robinson, president of the 
Security Trust and Savings Bank of 
Los Angeles. Mr. Dawes has been se- 
lected to act as chairman of the com- 
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mittee that will investigate Germany’s 
finances and Mr. Young also will serve 
on this committee. Mr. Robinson will 
act on the committee to investigate the 
amount of exported German capital. 
The language of the Reparations Com- 
mission’s official order for these inves- 
tigations is as follows: 


In order to consider, in accordance with 
the provisions of Article 234 of the Treaty 
of Versailles, the resources and capacity of 
Germany and after giving her representa- 
tives a just opportunity to be heard, the 
Reparation Commission decided to create 
two committees of experts belonging to the 
allied and associated countries. One of these 
committees would be entrusted with consid- 
ering the means of balancing the budget 
and the measures to be taken to stabilize 
the currency. The other would consider the 
means of estimating the amount of exported 
capital and of bringing it back to Germany. 


INCREASED DEMORALIZATION OF GERMANY 


There can be no doubt that the sit- 
uation in Germany calls for some 
definite action. The closing days of 
1923 saw the German situation grow 
worse from week to week. Germany 
herself seems at last awake to the 
necessity of taking heroic measures for 
the improvement of her financial con- 
dition and seems at last to be willing to 
accept outside direction of her finances 
in some such way as Austria accepted 
an benefited by. The following semi- 
official statement issued in Berlin seems 
to indicate a change of heart on the 
part of Germany in this matter: 





Since, as already pointed out, all re- 
habilitation measures on the part of the 
Reich’s Government, no matter how ener- 
getically carried out, are foredoomed to 
failure as far as pulling the country out of 
the catastrophic financial morass in which it 
finds itself is concerned, there remains 
nothing left to do but to appeal for help 
direct to the League of Nations. 

There can no longer be any doubt that 
the Reich Government, despite all its des- 
perate endeavors to balance the budget by 
utmost economy measures, by stopping the 
note presses and by putting in taxes on a 
gold basis, cannot attain this objective with- 
out outside help. It cannot be done with 
our own means and our own strength. 

It cannot be stated emphatically enough 
that it is impossible to exaggerate the seri- 
ousness of the Reich’s financial situation. 
The credit of 1,200,000,000 rentenmarks 
placed at the government’s disposal by law 
and the Rentenbank will, owing to heavy un- 
employment support, be shortly used up. 
Further credit the finance ministry will not 
get from the Rentenbank. As is well known, 
the directors of the Rentenbank have re- 
peatedly expressed themselves against grant- 
ing further rentenmark credits to the gov- 
ernment, and it is an open secret that they 
have all actually considered a threat to 
resign. 


Additional proof of the unhealthy 
trend in Germany’s financial condition 
was given by the necessity of the Ger- 
man Government to ask the newly es- 
tablished Rentenbank to advance to the 
government more than _ 1,200,000,000 
rentenmarks which had been fixed as the 
legal limit of the state’s credit at the 
bank. This request the bank refused, 
and while this decision was generally 
approved in German financial circles 
the necessity of the state’s request 
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showed how much worse the financial 
condition had grown. Meantime the 
treasury was literally without funds for 
immediate necessary purposes. In order 
to alleviate this unprecedented situation 
the cabinet announced that it would 
borrow rentenmarks from the general 
public through issuing Rentenbank 
treasury bills with terms of one fort- 
night and three months, in units of 
5000 and 10,000 rentenmarks and bear- 
ing interest at 8 to 9 per cent. In Ber- 
lin’s financial circles doubt was enter- 
tained as to whether or not, in the 
money market’s condition, the banks 
of the public would take up enough of 
such bills to keep the government in 
funds. 


GERMANY’S REQUEST FOR FOOD CREDITS 


Another important development has 
been Germany’s request for food credits 
to the proposed amount of $70,000,- 


000. This proposed loan is viewed 
with approval in England, and Secre- 
tary Hoover in a letter to Representa- 
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tive Fish of New York declared this 
suggested loan to be the most construc- 
tive solution of the problem of pre- 
venting acute economic breakdown in 
Germany. France, however, is opposed 
to this food loan on the ground that it 
would hinder and retard reparations 
payments as it recognized that such 
a loan, in order to be successfully 
floated by private finance. would mean 
that payments would take precedence 
over reparation payments. [France 
maintains, too, that there is sufficient 
German capital held in other countries 
to make such a loan unnecessary and in 
substantiation of this argument points 
to the heavy German purchases of cop- 
per which were paid for in gold. Ger- 
many on December 17 formally ap- 
pealed to the Reparations Commission 
for permission to secure such a loan 
and asked that, in accordance with 
Paragraph 2, Article 251 of the Ver- 
sailles Treaty, payments on this loan 
might be granted priority over repara- 
tions obligations. 
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TRADE CONDITIONS 


The trade reaction continued during 
December and 72 per cent. of the mills 
and workshops reported business as bad 
whereas a year ago the number thus 
reporting was 48 per cent. The sales 
of German potash neared a record, and 
exports of this product exceeded those 
of any year since 1913. This industry 
is said to be well organized and there 
is said to be no uncertainty of delivery. 
In late December the government passed 
the Empowering Act, and the Finance 
Ministry in the form of a decree under 
this act plans a new scheme of taxation 
embracing income, property, succession 
and sales taxes. According to the report 
of the London Times investigator, all 
the mines in the Ruhr are getting back 
to work, and the situation in this respect 
seems better than had been expected. 


Austria 


The beginning of the new year found 
Austria enjoying a most remarkable 


change in the financial and commercial 
condition of the country. A year ago 
at this time Austria was probably the 
most demoralized nation in Europe. 
Early in 1923 the League of Nations 
functioning through its Economic Sec- 
tion took hold of Austria’s financial af- 
fairs, including governmental finances. 
Sweeping curtailments of expenditure 
were effected and other drastic changes 
made. As a result the close of the year 
gave proof of Austria’s progress toward 
reconstruction. 

There is an interesting coincidence in 
the Austrian improvement. Austria, by 
its ultimatum to Serbia in the closing 
days of July 1914, was the immediate 
cause of the World War and the con- 
sequent chaos in Middle Europe. Aus- 
tria today, by its acceptance of League 
of Nations management of its finances, 
has been the first of the shattered coun- 
tries to gain some measure of recon- 
struction. And Austria is now pointing 
the way to financial regeneration. 

The report of the League of Nations 
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Total Resources Over. . 


Commissioner General in Vienna indi- 


cates the progress made. Private de- 
posits in the banks and savings banks 
have increased by nearly 1600 per cent., 
from 2,000,000,000 gold crowns in Sep- 
tember 1922 to 35,000,000,000 gold 
crowns in October 1923. The number 
of unemployed in receipt of assistance 
has decreased from 169,147 for Feb- 
ruary 1923, to 75,775 for October. The 
chief success scored in the past year 
in Austria is considered to be the rais- 
ing of the state revenue, even more than 
the reduction of the state expenses. The 
gross customs and tobacco receipts, 
which are assigned as securities, in 
October amounted to 19,000,000 gold 
crowns, showing an increase of 2,000,- 
000 gold crowns over September. The 
receipts from these securities in the 
first six months of the financial year ex- 
ceeded the total required for the annual 
service of these loans. 


VIENNA AGAIN A FINANCIAL CENTER 


One striking result of this reconstruc- 
tion has been to make Vienna again 
the financial center of Central Europe 
as it was before the war. There has 
been an almost sudden revival of Aus- 
trian banking. The dismemberment of 
the old Austro-Hungarian empire meant 
that the branches of the large Viennese 
banks were transformed into independ- 
ent national institutions. Nevertheless 
Vienna remained the financial center of 
that part of Europe and the Austrian 
recovery has tended to emphasize this 
fact. The Vienna banks continue to 
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control the majority of the shares of the 
entire banking system of Central and 
Eastern Europe, Germany excepted. 
For example, the Bohemian Creditans- 
talt and Bankverein attend to Hun- 
garian business, the Bankverein to 
Yugoslavia, the Creditanstalt to the 
naptha industry in Poland. The Vienna 
Unionbank and also the Mercurbank 
have wide action in Czechoslovakia. 

Vienna banks have been able during 
the past year to increase steadily their 
influence in the new states, for the rea- 
son that these banks have sought and 
found support from western capital. 
The Landerbank and the Anglobank 
have in fact ceased to be Austrian-con- 
trolled institutions, French capital now 
controlling the Landerbank and British 
capital the Anglobank. Both of these 
institutions, however, are less prominent 
than formerly. 

Quite recently American capital ap- 
pears to have been invested in the Bo- 
dencreditanstalt by the Morgan. interest 
and in the Mercurbank by the Hall- 
gartens, who are also believed to hold 
a large portion of the shares in the 
semi-official credit bank. The Credit- 
anstalt is financing the Amstelbank at 
Amsterdam in connection with Dutch 
capital, the Unionbank is partner to the 
Creditmobilierbank at Paris, and the 
Bankverein receives capital from Bel- 
gium and does important correspond- 
ence business with America. It is also 
reported that Lloyds Bank and Ham- 
bros of London have lately bought a 
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considerable interest in the Austrian 
Disconto Gesellschaft. 


HOPE FOR A BALANCED BUDGET 


Additional proof of the healthier out- 
look in Austria is given in the figures 
of the government budget presented to 
the parliament in December. The bud- 
get fixes the deficit for 1924 at 836,700,- 
000,000 crowns of which 200,000,000,- 
000 are for amortization of the state 
debt. The ordinary expenditure, how- 
ever, will create no deficit but a small 
surplus, whereas the League of Nations 
Commission had estimated a probable 
deticit of 146,700,000,000. It is re- 
garded in financial circies that the state 


finances will balance in 1925, taking 
int» consideration the 900,000,000,000 
crowns which will be saved under the 


procram of the League of Nations Com- 
mission. At present there is actually a 
resc've being accumulated against the 
req 'rements of 1925. 





BRIGHTER OUTLOOK 


Because of the tremendous improve- 
ment brought about during the year 
there is a marked spirit of optimism in 
Austrian financial circles. In Decem- 
ber there was a momentary halt to the 
movement of reconstruction by reason 
of the strikes in various industries. 
These strikes assumed for a few days 
the proportions of a general strike and 
even the governmental employees, 
notably in the postal department, were 
disaffected. Chancellor Seipel suc- 
ceeded, however, in conciliating all 
groups. A significant fact in the Aus- 
trian improvement is the attitude that 
has developed toward the neighboring 
nations. Austria is keenly interested 
in the proposed loan to Hungary. The 
Neue Freie Presse hails the news of this 
loan and points out that the Austrian 
people realize what it means to be able 
to forget the feeling of catastrophe and 
tread again upon solid ground. This 
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same journal argues that Germany can- 
not be left to her fate but rather must be 
extended the same treatment that has 
saved Austria from complete chaos. In 
this connection it is interesting to note 
the statement of Foreign Minister 
Gruneberg who, in an interview with 
the correspondent of the New York 
Times, said: 


Fortunately, we are not guilty of the 
mistake made by Germany of not admitting 
that we were beaten, but instead decided 
that this was the commencement of a new 
period in our history, after having, of 
course, gone through all the scales of every 
sort of misery. I know, for I was a min- 
ister when there was no food. 

Undoubtedly, if Austria had gone to pieces 
it would have made new troubles for Cen- 
tral Brann. and new wars, but the League 
of Nations fortunately stepped in, doing a 
great work and giving us moral support by 
making it its duty to help us in reconstruc- 
tion. 


The minister laid particular stress on 
the tremendous moral effect of Ameri- 
ca’s participation in the long-term loan, 
not only in Austria, but in arousing the 
confidence of the whole world in Aus- 
tria. He added that undoubtedly the 
participation of America in the greater 
European problem would have the same 
effect. 

The minister said that in traveling 
through Austria he had found many 
streets in remote provinces called after 
Herbert Hoover, as a sign of the Aus- 
trians’ gratitude for America’s help dur- 
ing the worst period of distress. 
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Hungary 


If the same degree of success attends 
the League of Nations’ plan to help in 
the reconstruction of Hungary as at- 
tended the League’s ministrations in the 
case of Austria, Hungary at the end of 
1924 will be enjoying the same marked 
improvement that Austria now enjoys 
as compared with a year ago this time. 
In the middle of December the special 
committee of the Council of the League 
met in conference with Count Bethlen 
to arrange the details of the League’s 
plan for reconstructing Hungary along 
the same lines as laid down in Austria’s 
case. After several conferences the 
Council of the League adopted unani- 
mously the plan for financial restora- 
tion. Under this plan Hungary would 
turn over to the League the revenue 
from its customs and other state 
monopolies and would give the League 
supervision over its finances. 

In return for these concessions the 
League undertakes to float a loan of 
250,000,000 gold crowns and establish 
budgetary equilibrium by June 30, 1926. 
Ratification of these terms is neces- 
sary by the neighboring nations of the 
Little Entente which are interested in 
reparations from Hungary, and it is 
expected that such ratification will have 
eventualized by March when the Coun- 
cil meets again. A hopeful indication 
for future restoration of Middle Europe 
was given by the spirit of conciliation 
shown by the nations of the Little 
Entente toward Hungary. The success- 
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ful start made in applying League of 
Nation’s financial doctoring to Hun- 
gary, coming as it does upon the ‘ap- 
parent success of the League’s action 
in Austria, has given greater significance 
to the discussion of applying this 
method toward curing the finanical ills 
of Germany. 

The last few weeks of the old year 
saw a changed point of view among the 
so-called succession states of Central 
Europe. At the close of the war the 
newly created national groups—Poland, 
Hungary, Austria, Czechoslovakia and 
Yugoslavia—were influenced in their in- 
ternational and commercial relation- 
ships by their mutual animosities. This 
feeling now gives signs of disappearing 
as a result of the gradual realization 
that trade wars are empty of results. 
Among other evidences of an altered 
state of mind, for example, is the recent 


action of Czechoslovakia in abolishing 
the duties on 100 commodities, this ac- 
tion being taken with a view to better- 
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ing trade relations with Austria and 
Germany. 


Poland 


The Polish Government, as a result 
of the long process of depreciation of 
the Polish currency, is making strenu- 
ous efforts to introduce a new stable 
currency and to stabilize the budget. 
A short time ago the lower house of the 
Diet passed a law providing for the 
payment of taxes and other government 
charges on an artificial gold basis, 
known as the zloty basis. The Polish 
Senate also passed this law by the terms 
of which the zloty basis was to go into 
effect January 1. 


TWO FORMS OF CURRENCY 


The government is also considering 
the advisability of two forms of cur- 
rency for the time being. One of these, 
an actual new currency, is planned to 
be equivalent in value to the gold franc 
and to be maintained at par by gold 
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reserves and limitation of the amount 
issued. At the same time Polish marks 
will be issued to the extent necessary to 
cover deficits. This double form of cur- 
rency is a plan also being resorted to 
in Russia. The government considers, 
as a necessary aid to the success of its 
plans, the establishment of a bank of 
issue created on a semi-private basis. 
Efforts have been going on to secure 
foreign, and especially American, par- 
ticipation in such a bank. It is planned 
to offer shares in the new bank for 
domestic subscription at this time. 


PLEDGING OF SOURCES OF REVENUE 


In order to invite foreign loans 
the Polish Government is now fa- 
vorably disposed toward pledging vari- 
ous sources of revenue, especially the 
proceeds of the tobacco monopoly. The 
special favor in which American finan- 
cial notice is regarded is illustrated by 
the report that although French in- 
terests are negotiating in connection 
with the tobacco monopoly the Polish 
Government prefers, if possible, to deal 
with Americans. Although commerce 
and industry in Poland are domoralized 
by outstanding marks to the amount of 
fifty-three trillion, nevertheless during 
the past few months the Polish Govern- 
ment has actually accomplished a great 
deal in the way of reducing government 
expenditure. Moreover, in spite of the 
serious difficulties presented by the cur- 
rency situation, production and trade 


continue on a fairly large scale. The 
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tonnage of exports was much greater in 
August and September than in July. 

In view of these facts and because of 
the financial reforms planned by the 
government to take effect early in 1924, 
there is a note of optimism in the Polish 
outlook for the new year. 


Japan 


After the earthquake in Japan it was 
expected that a great reconstruction 
loan would be sought in London and 
New York. It is now apparent, how- 
ever, that Japan will be able to finance 
herself even to the extent required for 
reconstruction purposes. Information 
from the American Embassy at Tokio 
indicates that “if Japan should have 
recourse to London or New York it 
would be for expediency’s sake or the 
possibility of saving on interest.’ And 
the New York Times quotes an author- 
ity on commercial conditions in Japan 
as saying that it was entirely possible 
for Japan to raise the whole amount 
needed for reconstruction, ranging any- 
where from a billion to two billion yen. 

Reconstruction is proceeding at a sat- 
isfactory rate and the problems involv- 
ing foreign capital and investments are 
resolving themselves. Foreign insurance 
companies have been absolved technical- 
ly from having to pay earthquake 
claims because of the earthquake pro- 
visions in their policies. The Japanese 
telegraph service is nearly restored, but 
it is estimated that it will take three 
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years to restore the telephone service 
completely. 

The Japanese Financial Commission 
in the United States announces that the 
budget prepared by the Japanese Min- 
ister of Finance for submittance to the 
Diet will place the amount needed for 
restoration purposes at $295,000,000. 
This amount will be raised by loan 
flotations over the period from 1924 to 
1928. 

According to this commission, the 
Japanese Government still has a con- 
siderable surplus after the heavy ex- 
penditures for relief work. The esti- 
mated surplus for 1923, calculated as 
of March 81, 1924, will be 349,802,405 
yen. The surplus, calculated as of 
March 31, 1925, will be 120,688,174 
ven 

The plan of the Japanese Govern- 
ment to raise these sums for reconstruc- 
tion work has not been divulged official- 
ly. ‘Chree months ago Japanese finan- 
cial experts said that Japan would not 


go into the foreign money markets for 
a loan until about the middle of 1924. 

The resiliency of the Japanese Gov- 
ernment in a financial way has met with 
the admiration of American bankers. 
Immediately following the earthquake 
Japanese bonds listed on the New York 
Stock Exchange broke sharply and 
rumors were broadcast that Japan 
would ask for a six months’ delay in 
paying interest on its bonds. Such a 
request was not made, however, and ad- 
vices received by Japanese banking 
agencies here indicated that Japan 
would continue its interest payments 
without delay both for the government 
bonds and for the City of Tokio bonds. 


Russia 


The month of December saw another 
“drive” on the part of Soviet Russia to 
secure recognition from the United 
States. On December 16 Tchicherin 
telegraphed President Coolidge seeking 
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negotiations for a recognition compact. 
This appeal was rebuffed by the United 
States in a message to the American 
Consul at Reval, sent by Secretary of 
State Hughes. This message read in 
part as follows: 


There would seem to be at this time no 
reason for negotiations. The American 
Government, as the President said in his 
message to the Congress, is not proposing 
to barter away its principles, but when the 
Soviet authorities are ready to restore the 
confiscated property of American citizens or 
make effective compensation, they can do so. 

If the Soviet authorities are ready to 
repeal their decree repudiating Russia’s ob- 
ligations to this country and appropriately 
recognize them, they can do so. 

It requires no conference or negotiations 
to accomplish these results, which can and 
should be achieved at Moscow as evidence 
of good faith. 

The American Government has not in- 
curred liabilities to Russia or repudiated 
obligations. 


This effort to gain American recog- 
nition would seem to be but part of a 
world drive for political recognition. 
The closing weeks of the old year were 
marked by the announcement of com- 
mercial treaties between Russia and 
several European nations. Among these 
may be mentioned the British-Dutch- 
Soviet pact whereby transportation com- 
panies in those three countries had com- 
pleted negotiations for the development 
of passenger traffic to and from Russia. 

The Soviet is represented in the 
company by the Russian volunteer fleet 
and state mercantile fleet, while the 
British, Canadian and Dutch interests 
are represented by the Canadian Pacific 
Railway, the Canadian Pacific Steam- 
ships, Ltd., the Cunard Line, the 
Anchor Line, the Anchor-Donaldson 
Line, the Holland Amerika Line and 
the Royal Mail Steam Packet Company. 











E. W. H. BARRY, Esq. 


Bankers: BANK OF ENGLAND. 








BANK OF ROUMANIA, LIMITED 


(Founded 1866) 
(Registered in London on 17th April, 1903, under the Companies Acts, 1862-1900) 


Head Office : 64, CORNHILL, LONDON, E. C. 3. 
Branch: 11, CALEA, VICTORIEI, BUCAREST. 
Directors : 
C. DE CERJAT, Esq. 
GENERAL THE HON. SIR H. A. LAWRENCE, K. C. B. 
LIEUT.-COL. SIR ALBERT STERN, K. B. E. C. M. G. 


MESSRS. GLYN, MILLS, CURRIE & CO. 


A general Banking business with Roumania is conducted, and correspondence 
from those having interests in that country is invited. 


THE VISCOUNT GOSCHEN 
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Rotterdamsche 
Bankvereeniging 


Rotterdam Amsterdam 
The Hague 


Capital .. . . fj 75,000,000 
Reserve .. . . .  ft36,500,000 


Every description of banking business transacted, 
including the making of collections, the issuance of 
travellers letters of credit and documentary letters 
of credit, buying and selling of foreign exchange 
and of stocks and shares. 
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Our large capital and complete organization en- 
able us to handle all matters entrusted to our 
care with efficiency and promptness. 
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Representative for the United States 


J. Enderman, 14 Wall Street, New York 
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Russian and Roumanian commissions 
have also held a series of conferences 
with a view to arranging a commercial 
treaty. The London Westminster Ga- 
zette announced on December 20 that 
British recognition of Russia and the 
reopening of full trade relations be- 
tween the two countries are likely to 
take place soon after the Baldwin min- 
istry quits office. According to the 
Gazette the Moscow Government will 
admit liability for the pre-war Russian 
debt to Great Britain, totaling about 
£655,000,000. The article pointed out 
as an instance of the opportunities 
awaiting British traders in Russia, the 
fact that a British firm in December 
received a contract for electrical ma- 
chinery worth £400,000. The Polish 
Government in December recognized the 
Soviet Republic and diplomatic relations 
were agreed to. 

While the United States Government 
will not recognize Russia there are 
rumors that American capital, in con- 


junction with British and Russian capi- 
tal, “may chance Russia.” According 
to the report, the present British plans 
call for the inauguration of a bank in 
Russia to be called the Anglo-Russia 
Bank. It would have a capital of ap- 
proximately £2,000,000, held half and 
half by the Soviet Government and the 
British bankers as co-partners. 


China 


In discussing the present economic 
situation in China, Hew Fan Un, agent 
of the Bank of Canton, Ltd., 1 Wall 
street, New York, says: 

“China today is indeed under political 
influence. Different political parties 
are controlling different parts of China. 
The differences in their politics gen- 
erally is the cause of a now existant 
civil war, and the placing of the land 
under militarism. These conditions are 
uppermost in the minds of many who 
think that China’s trade is declining. On 
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$120,000,000 Increase in Porto Rico’s 
Commerce Since 1900 


As the pioneer American bank in Porto Rico we have given every aid to 
the island's commercial development and have shared in its growth. 


Send Us Your Bills of Exchange, 
Drafts and Collections Direct. 


AMERICAN COLONIAL BANK 


OF PORTO RICO 
SAN JUAN 


Branches: Arecibo, Mayaguez, Caguas, Ponce 








the surface this is so, but after review- 
ing divers reports, during the last year, 
from China’s important trading centers, 
it appears that China’s trade has not 
been on the decline at all. The volume 
of trade shows strength in spite of the 
existing unsettled conditions. 

“In view of the fact that an earnest 
effort is actually being made by some 
prominent Chinese, headed by Sir 
Robert Ho Tung, for a round table con- 
ference of all the political leaders of 
China, to settle their political differ- 
ences and unify the country, the outlook 
is far more promising for better trade 
in the coming year and in the future. 
Public opinion is strongly in favor of 
this round table conference, and many 
of the leaders have signified their will- 
ingness to support this move. 

“The success of this conference at an 
early date is earnestly hoped for. China 
as a whole will enjoy the fruits of 
perpetual peace, which will undoubtedly 
and automatically improve her trade.” 

Mr. Un is a native born Chinese and 
previous to his coming to New York he 
was for many years identified with the 
Chartered Bank of India, Australia and 
China, and afterward became secretary 
of the Bank of Canton, at the head of- 
fice in Canton. 
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International Banking Notes 


The London Joint City and Midland Bank, 
Ltd., has changed its name to the Midland 
Bank Limited. The Midland Bank with its 
affiliations, the Clydesdale Bank, Ltd., and 
the Belfast Banking Company, Ltd., has 
more than 2000 branches. 


© 


The merger of the London and River 
Plate Bank, Ltd. and the London and 
Brazilian Bank, Ltd., has been ratified by 
the stockholders of the two banks effective 
as of December 14. The consolidated in- 
stitution has a paid-up capital of £3,540,000 
and reserve fund of £3,600,000. The two 
New York branches at 51 and 67 Wall 
street, will later become one agency. The 
new name is the Bank of London and South 
America, Ltd. William R. Robbins is New 
York agent. 

© 


J. Enderman has succeeded J. G. van 
Breda Kolff as United States representa- 
tive, at 14 Wall street, New York, of the 
Rotterdamsche Bankvereeniging, Rotter- 
dam, Holland. 


© 


The Anglo-South American Bank, Ltd. 
has announced the incorporation of the 
Anglo-South American Trust Company in 
New York. The controlling interest of the 
trust company is owned by the bank. ‘The 
company opened for business on December 





I 
f 
field 
scien 
meet. 
Club, 
é&. FP 
and 
was 
tion. 
Th 
plain 
tions 
grou 
men 
nomi 
Th 
Thon 
Ame! 
Youn 
eral 
form: 
Asso 
Colu 
erick 
Nich 
Un 
trust: 
econo 
ganiz 
fessio 
move: 
The 
Said | 
creati 
vestig 
trial 





THE BANKERS MAGAZINE 


8, last. The president of the new institu- 
tion is N. C. Stenning, and the vice-presi- 
dent C. Piatt. G. N. B. Watkins will man- 
age the foreign exchange department. 


© 


The Royal Bank of Scotland is reported 
to be acquiring Messrs. Drummond, one of 
London’s biggest and most famous remain- 
ing firms of private bankers, and which 
was founded in 1717. Much historical in- 
terest attaches to the house of Drummond. 
A cable to the Christian Science Monitor, 
Boston, states that Maurice Drummond, the 
first of the Drummond family to reach 
Great Britain, came in the seventeenth cen- 
tury from Hungary and settled in Scotland, 


Ww 
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where his sister became queen to Malcolm 
III. Two other Scottish queens also came 
from the Drummond family, namely, Mar- 
garet, wife of David II, and Annabella, 
wife of Robert ITI. 

The bank itself was founded in the 
eighteenth century on the site it still oc- 
cupies in London by Andrew, son of John 
Drummond of Machany. So humble was its 
beginning that an old-time engraving in its 
parlor to this day, depicts an incident just 
after it started, in which a sailor who had 
£20 on deposit for prize money is offering 
to leave three-quarters of it on account, so 
as not to incommode its finances. It has 
many Jacobite names upon its books, and 
many legends remain of the funds _ it 
handled to help the Stuart cause. 


Experts Organize Economic Foundation 


HE Economic Foundation, organized to 

further “impartial investigation in the 
field of economic, social and_ industrial 
science,’ was launched in December at a 
meeting and luncheon held at the Bankers’ 
Club, New York. Thomas W. Lamont of 
J. P. Morgan & Co. was chosen president 
and George Frederick Warren of Ithaca 
was made vice-president of the organiza- 
tion. 

The Economic Foundation, it was ex- 
plained, will act as a trust fund for dona- 
tions made by persons who desire to have a 
group of impartial and _ scientific-minded 
men seek the important facts of social eco- 
nomic and industrial problems. 

The following trustees were elected: 
Thomas W. Lamont, John P. Frey of the 
American Federation of Labor, Owen D. 
Young, chairman of the board of the Gen- 
eral Electric Company; James’ Byrne, 
former president of the New York City Bar 
Association; Prof. E. R. A. Seligman of 
Columbia University; Prof. George Fred- 
erick Warren of Cornell University and 
Nicholas Kelly of Larkin, Rathbone & Perry. 

Under the plan of organization the 
trustees were chosen to represent various 
economic viewpoints, including banking, or- 
ganized labor, manufacturing, the legal pro- 
fession, academic interests, agriculture and 
movements for social and economic reform. 

The inauguration of the foundation was 
said to be the first move in the direction of 
creating a permanent fund for impartial in- 
vestigition in economic, social and indus- 
trial science. The primary beneficiary is to 


be the National Bureau of Economic Re- 
search, which recently completed studies of 
“Income in the United States” and “Busi- 
ness Cycles and Unemployment.” 

The luncheon brought together the 
trustees and Dr. F. H. Keppel, president 
of the Carnegie Corporation, and Dr. 
Beardsley Ruml, director of the Laura 
Spellman Rockefeller Memorial, The hosts 
were the following members of the execu- 
tive committee of the National Bureau of 
Economic Research: M. C. Rorty, president 
of the bureau; Edwin F. Gay, president of 
The New York Evening Post; Walter R. 
Ingalls, president of the Metal Statistics 
Association; H. W. Laidler, director of the 
League for Industrial League for Industrial 
Democracy, and J. E. Sterrett of Price, 
Waterhouse & Co. 

Mr. Rorty spoke on the need for real 
facts everywhere as an antidote for de- 
structive propaganda. 

“The purpose of the Economic Founda- 
tion,” said Mr. Rorty, “is not to provide eco- 
nomic cure-alls, not to indulge in propa- 
ganda nor to attempt to make the world 
over in a day, but simply and solely to bring 
together a group of impartial and scientific- 
minded men who shall be charged with the 
duty of seeing that the funds of the Foun- 
dation are applied year after year through 
the National Bureau, or otherwise if cir- 
cumstances require, in bringing the search- 
light of scientifically determined facts to 
bear upon our social, economic and indus- 
trial problems.” 
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4 Company, Seymour, Conn., is con- 
structed in light buff Indiana limestone 
witha polished granite base. The interior 

echoes the simplicity and dignity of the exterior. 


Thomas M. James Company 
3 Park Street, Boston 342 Madison Ave., New York 
Architects and Engineers 


We would be glad to help you solve your 
bank building problem 


Write us for booklet 
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Trust Companies and Trusts 
Article X of a Reading Course in Banking 


By Glenn G. Munn 


Formerly with Chase National Bank; instructor in banking, New York, Elizabeth and 
Hudson County (New Jersey) Chapters, American Institute of Banking 


LTHOUGH trust companies were 
originally created to act as in- 
corporated trustees, nowadays 

(except in the few states where the 
laws do not permit) they transact com- 
mercial banking functions in addition 
to acting in various trust capacities. 

This was only a natural evolutionary 
process. With the great increase in per- 
sonal fortunes since the late ’70s, trust 
companies, through the administration 
and settlement of estates, custodian- 
ship of trust funds, trusteeship under 
mortgage indentures and escrow agree- 
ments, have come into possession of 
large sums of cash and securities. It 
therefore became necessary for these 
companies to extend their functions be- 
yond those of a merely fiduciary charac- 
ter. The result has been that legislative 
changes have been secured in practically 
all the states authorizing trust com- 
panies to undertake and engage in re- 
lated lines of business. 

Insofar as cash was handled, banking 
operations became indispensable, while 
the handling of securities necessitated 
the development of investment and safe 
deposit departments. Consequently, a 
modern trust company’s facilities are 
not much different from those of any 
large bank, whether it operates under a 
national or state charter. Recent legis- 
lation, moreover, has tended to elim- 
inate the last vestige of differentiation 
between banks and trust companies, so 
that with certain restrictions, commer- 
cial banks may now organize a trust de- 
partment, and trust companies may 
operate a commercial banking depart- 
ment. The large trust companies lo- 
cated in important centers normally 
comprehend the following departments 
in their organization, viz.: trust, com- 
mercial banking, safe deposit, invest- 
ment, and title insurance. 


Reports of the Comptroller of the 
Currency show that the individual de- 
posits of trust companies in the United 
States have grown faster since 1875 
than for national banks, state banks, 
or savings banks. This shows that the 
institutions dealing with funds ac- 
cumulated for distribution to persons 
other than those who acquired them, de- 
veloped more rapidly during this period 
than funds used as working capital in 
business or saved by the persons who 
earned them. 


TWO BROAD CLASSIFICATIONS 


As indicated in the outline, there are 
two broad classifications of trust busi- 
ness, corporate and individual. In re- 
cent years the volume of corporate trust 
business has made striking gains. There 
appears to be less resistance to in- 
corporated trustees in managing cor- 
porate trusts than in the case of in- 
dividual trusts. With the great increase 
in stock issues since the war, the amount 
of business offered to trust companies 
and trust departments of national and 
state banks, acting as transfer agents 
and stock registrars, has been of tre- 
mendous proportions. The same may 
be said of fiscal agent facilities, par- 
ticularly among the large cities, e. g.,. 
New York and Chicago. 

The rules of the New York Stock 
Exchange require that corporations the 
stocks of which are listed thereon main- 
tain a separate registrar and transfer 
agent. Because of their special facili- 
ties, the New York banks and trust 
companies are usually appointed to per- 
form this work. It is the duty of a 
stock transfer agent to issue new stock 
certificates for old, i. e., transfer the 
ownership of stock from the seller to 
the buyer, and the obligation of the 
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Bedford Stone Club, 
Bedford, Ind. 








The New Greystone Hotel, Bedford, Ind. 
Nicol, Scholer & Hoffman, Architects, Lafayette, Ind. 


Come to the Land of Stone! 


< ™-: “SECURITY” has been written indelibly 
across the mind of the present day builder. 
Large or small the modern structure must 
have the endurance ofa fortress. So selec- 
tion of materials becomes a paramount 
problem. 





During the early months of the New Year 
thousands of prospective builders will visit the 
famous Indiana Limestone district. Here in this 
picturesque land the world’s greatest natural stone 
deposit sprawls out over a vast area of tumbling 
bs INA countryside. When the early spring operations 
\\ Ne are in full swing, the whole district becomes a 

ss thrilling spectacle of engineering skill. 


Bedford and Bloomington, the home of In- 
diana Limestone—midway between Indianapolis 
and Louisville on the Dixie Highway—are easily 
accessibleandjustan hour from French Lick Springs. 
= To meet the swelling tide of commerce Bed- 

ford recently opened the new Greystone Hotel, 
America’s + en one thundred room hostelry. 
There and at the Bedford Stone Club the guest 
will find genuine hospitality. 


y Builders benefit by visiting the Indiana Lime- 
y stone district, for it provides a spectacle of 
- fascinating interest and educational value. 


1 


The NATION'S BUILDING STONE 
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I. Advantages of trust companies over 
individual trustees: 

1. Perpetual existence — individual 
trustee may die, resign, or be- 
come incapacitated. 

2. Permanent location—always  ac- 
cessible and has regular hours of 
doing business. 

3. Superior responsibility — secured 
through regulation, by deposit 
of securities with banking de- 
partment, and by segregation of 
trust funds from banking de- 
partment assets. 


4. Greater efficiency—trusts are ad- 
ministered by officers specialized 
in trust and investment busi- 
ness. 

. Stability of policy—trusts are 
managed with impartiality, i. e., 
relations with beneficiaries are 
impersonal. 





or 


6. Greater economy—through waiver 
of bond, and avoidance of losses 
though inexperience. 


II. General divisions of trust business: 
1. Corporate trusts. 
a. Trustee for bondholders under 
mortgage indenture. 
b. Depository under 
agreements. 
c. Depository for securities and 
trust funds. 
d. Fiscal agent. 
e. Stock transfer agent. 
f. Stock registrar. 
g. Agent for receiver or as- 
signee. 
2. Individual trusts. 
a. Executor (appointed in will). 
b. Administrator (appointed by 
court). 
c. Trustee under “living” or 
“testamentary” trust. 


escrow 





OUTLINE OF ARTICLE X 


d. Guardian and trustee of 
estate of a minor. 

e. Conservator (or committee) 
of the estate of an incompe- 
tent or insane person. 

f. Receiver or assignee of estate 
of insolvent or bankrupt per- 
son. 


LII. Essential elements of an individual 
trust: 
1. Creator of the trust—known as 
creator, trustor, etc. 
2. Designation of the beneficiary or 
beneficiaries. 
3. Specific funds or property. 
4. Gift of the fund to the trustee by 
the creator, declaring the terms 
or conditions on which it is to 
be held. 
. Designation of the trustee. 
6. Disposition of the principal of the 
trust funds on termination of the 
trust. 


or 


[V. Origin of individual trusts: 
1. Declaration or deed of trust— 
“living” trust. 
2. Will—“testamentary” trust. 


V. Reasons for making wills: 
1. Estate can be settled more eco- 
nomically and expeditiously. 
2. Real property can be sold and 
disposed of more readily. 


3. Total property can be distributed 
more equitably—each devisee 
and legatee benefiting according 
to his needs. 

4. Becomes possible to leave some- 
thing to others than statutory 
heirs, e. g. to charity or to 
friends. 

5. Becomes possible to provide life 
incomes for members of family 
through trust funds. 

















registrar to see that there is no over- 
issue. That is to say, the registrar 
must make certain that there is a can- 
cellation for each issuance by placing a 
“cancelled” stamp on old certificates 
and validating new certificates by 
means of his signature. 


INDIVIDUAL TRUST BUSINESS 
Individual trust business is only in its 
infancy. Despite the many educational 


campaigns that trust companies have 
launched, only the surface has been 
scratched. Every trust officer knows 
that not one man in a hundred knows 
the advantage of making a will, and 
that not one man in two hundred ever 
definitely organizes an estate plan 
whereby security for old age is pro- 
vided for, and a trust estate for the 
protection of the widow and children 


Condensed Statement of Condition 
HEAD OFFICE AND BRANCHES 


BANK OF ITALY 


SAVINGS COMMERCIAL TRUST 
HEAD OFFICE, SAN FRANCISCO 
December 29, 1923 


RESOURCES 


First Mortgage Loans on Real Estate . ------$115, 733,167.93 
Other Loans and Discounts . 84,772,763.01 $200,505,930.94 
United States, State, County and Municipal Bonds and 
United States Certificates of Indebtedness............................ $ 46,602,514.67 
Other Bonds and Securities . — - 9,341,343.99 
Stock in Federal Reserve Bank 600,000.00 


TOTAL U. 8S. AND OTHER SECURITIES ................ sei aneie 56,543,358.66 
Due from Federal Reserve Bank 54 


oa wae He 87 
Cash and Due from Other Banks ............... 17,240,793.51 


TOTAL CASH AND DUE FROM BANKS.  ...000........ccsccseccceeseseess 30,810,670.05 
Banking Premises, Furniture, Fixtures and Safe Deposit 
Vaults (75 banking offices in 52 California Cities) ..... - 10,220,269.27 
Other Real Estate Owned ............. “ 686,469.48 
Customers’ Liability under Letters of Credit and Acceptances.. = 655,660.83 
2,388,358.15 
Employees’ Pension - 1.00 
Other Resources . escusetenceeeies siivihinsin 152,259.39 


FD UUNIPNSEIIED | whsssiscsnesnssiocsccshinishlinnccantieitsbeeihcuncshnieldanciniiaaibasedpisdtibaisdatiddndsitaistipbnastbagiaal $301,963,477.77 


LIABILITIES 


— re § Savings . ‘ . wane = awe me Re | 
DEPOSITS) Commercial ..................... unsssee $8,571,571.47 $276,548,879.20 
Irrigation District Funds . site ep scasuasetunbacuniabesdemvereuees 49,934.07 
Dividends Unpaid . ae : pobshenitt EEE SOTTO 7 1,016,508.60 
Discount Collected but Not Earned ... i a sa cnuipaanetaiiogsbeah = 75,662.79 
Letters of Credit, Acceptances and Time Drafts ..................0:00.cceccccccesececcccceeecee 655,660.83 
$278,346,645.49 
SCAPITAL, PARP TW  nccc.ccsc. deksauciieuGisulidbiapneiiaithntiasiiatihedanipiaiinbtlbrbiel $ 15,000,000.00 
i ye cdeaticamoksn ee . 5,000,000.00 
Undivided Profits . plnnedy pve sndidsinanbduapiscanigieabeobbatienciinsimnbidepianidinciitiidie 1,228,474.13 
interest Earned but Not Collected ......................0:...-ccccccsscesseeeeee ociadiiis 2,388,358.15 


TOTAL LIABILITIES. ................. ° $301,963,477.77 


All charge-offs, expenses and interest payable to end of half-year have been deducted 
in above statement. 

*The issuance of 25,000 additional combined shares of stock of Bank of Italy and 

Stockholders Auxiliary Corporation (the stock of which Corporations is owned by 

the same stockholders) will give these Corporations in July, 1924, a combined 

Paid-in Capital, Surplus and Undivided Profits of approximately $35,000,000. 


The Story of Our Growth 


As Shown by a Comparative Statement of Our Resources 


December, 1904 
December, i908 


December, 1912 
December, 1916 


December, 1920 
December, 1922....... 


$285,436.97 
.-$2,574,004.90 


$11,228,814.56 
$39,805,995.24 


$157,464,685.08 
... $254,282,289.52 


December 29, 1923 .$301,963,477.77 


NUMBER OF DEPOSITORS, 485,136 
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is created. Even where the property 
to be left is no more than $1000, there 
are valid reasons why every man should 
make a will. The fact is that it is a 
far better display of foresight and in- 
telligence for a man to make a will than 
not to make one. 

Undoubtedly, the principal reason 
why men who have accumulated some- 
thing in the way of a competence do 
not make a will is because they do not 
understand its advantages. Inertia, 
however, is a contributing cause. But 
with frequent administrations of in- 
formative literature, trust companies 
should be able to develop a vast amount 
of this sort of business. 

An individual trust is a relationship 
between two or more persons by means 
of which one or more of them is 
assigned the legal title to property or 
funds to be held for the benefit of 
others. The person in whose favor or 
for whose benefit the trust is created 
and operates is known as the beneficiary, 
or cestui que trust. The person (or 


corporation) who holds the legal title 


to the property or funds for the bene- 
ficiary is called the trustee. 


CLASSIFICATION BY ORIGIN 


From early times, the purpose of 
trusts has been the preservation of 
property in order that the beneficiary 
person or institution might benefit as a 
recipient of the income from the prin- 
cipal, or come into the possession of the 
principal itself. Classified by origin, 
trusts may be created by a declaration 
or deed of trust, or by will. The former, 
popularly known as a “living” trust, 
personal trust, or voluntary trust, may 
take effect immediately upon the execu- 
tion of the instrument. The person 
who creates such a trust is called the 
trustor, donor, settlor, or grantor, while 
one who creates a trust by will is called 
the testator. In either case the maker 
of a trust may be called the creator. 
The trust created by a testator in a will 
is called a testamentary trust to dis- 
tingvish it from a “living” trust. 

Recently “living” trusts have in- 
creased in popularity. Through their 
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instrumentality, it becomes possible for 
a person who has accumulated a large 
amount of property to retire from active 
life, and shift the responsibility of its 
management to another, i. e., the 
trustee. While a testamentary trust is 
always irrevocable, a “living” trust may 
be made revocable provided the trustor 
expressly reserves the right to modify 
or revoke. Otherwise (except in New 
York where a trust may be revoked with 
the consent of all parties beneficially 
interested) the living trust becomes ir- 
revocable even by the trustor himself. 
A living trust may be created for the 
benefit of the trustor himself or for 
other persons, and the trustor may make 
himself a sole trustee or jointly with 
others for the benefit of a third party. 


THREE PRINCIPAL PARTIES 


Thus, there are three principal 
parties to any kind of trust agreement, 
viz.: (1) creator (or settlor, donor, etc. 
in the case of a living trust), the party 
which creates the trust; (2) beneficiary, 
the party for whose benefit the fund is 
established; and (3) trustee, the party 
charged with the management and 
preservation of the property which con- 
stitutes the trust estate. 

Various circumstances motivate the 
creation of trust estates. Ambitious 
persons desire to amass a competence 
for themselves in old age and to assure 
the support and education of their chil- 
dren during the period of their minority. 
But if this is left in their own hands, 
it is subject to the temptation of being 
dissipated or diverted to other uses. On 
the other hand, if it is given outright to 
relatives, the property may be squan- 
dered, or the beneficiary may become 
the victim of unscrupulous persons 
(sellers of worthless or fraudulent se- 
curities, etc.), or other well-intentioned 
but inexperienced advisers. Trusts 
created to circumvent such eventuali- 
ties are sometimes characterized as 
“spendthrift trusts” or “sheltering 
trusts.” Consequently, trusts involve 
the appointment of trusted, experienced, 
and responsible persons or corporations 
to the end that the property and its 





The total horse- power of 
motors Westinghouse has sup- 
pled to industry is over ten 


million. 


“Long-Pull” Quality 


Just as the seasoned investor chooses 
that stock or bond which brings the largest 
yield with the greatest possible safety, so 
the wise buyer of electrical apparatus de- 
mands that, which on past performances, 
will serve continuously over a long period. 


How well Westinghouse products fulfill 
this requirement is shown in the steel indus- 
try by the pioneer applications of elec- 
tricity. In 1891, the first electric motor 
was installed in a steel mil] by the Wes- 
tinghouse Company. In 1905, the first large 
rolling mill motor was installed at the 
Edgar Thompson Works of the Carnegie 
Steel Company. In 1906, the first revers- 


ing motor was installed by the Illinois Steel 
Company at S. Chicago, Ill. These were 
all Westinghouse motors! 

Today after many years of service. they 
are still in operation. Similar unusual and 
surprising performances of durability, con- 
tinuity of service, and all around quality of 
Westinghouse products applied to the 
textile, the rubber, the paper and the min- 
ing industries are also precious achieve- 
ments of this institution. 

Truly the name Westinghouse on a 
piece of electrical apparatus is a guarantee 
of “‘long-pull’’ quality, a safe investment 
for the buyer. 





WESTINGHOUSE ELECTRIC & MANUFACTURING COMPANY 


Offices in all Principal Cities 


Representatives Everywhere 





Westinghou se 
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income may be distributed in accordance 
with the desire of the testator or 
trustor, as expressed in the will or deed 
of trust. 

Among the various provisions incor- 
porated in the trust instrument as af- 
fecting the beneficiary, are the follow- 
ing: (1) trusts in which the income is 
to be periodically paid over to the 
trustor himself, or to his wife, child, 
parent, friend, or to a charitable or 
other institution; (2) trusts in which 
the income is to be accumulated for a 
minor until he or she arrives at the age 
of majority; (3) trusts in which the 
principal is to be paid over to one bene- 
ficiary at a certain age (i. e., to the 
remainder-man), the income meanwhile 
being paid to another or to the same 
beneficiary (i. e., the life-tenant); and 
(4) trusts in which the principal is to 
be paid to the beneficiary upon marriage 
as a marriage settlement. 


SAFEGUARDS FOR PROTECTION OF TRUSTS 


Because of the nature and respon- 
sibility of the relationship brought into 
existence by the establishment of a 
trust, the law has surrounded the ad- 
ministration of trust funds with num- 
erous safeguards for the protection of 
all concerned. Among these safeguards 
are the following, viz.: (1) the trustee 
must keep accurate accounts of the 
funds held, invested, and distributed; 
(2) trust funds must be kept entirely 
segregated from individual or corporate 
assets: (3) corporate trustees must de- 
posit securities with the state banking 
department as a pledge of faithful 
execution of trusts committed to their 
care, and individual trustees must give 
bond (unless waived by tne creator) ; 
(4) the trustee must comply with the 
wishes of the trustor in carrying out 
the terms of the trust: (5) the trustee 
is not permitted to take advantage of 
his position to profit at the expense of 
the beneficiary; and (6) unless the 
character of the investments has been 
Prescribed by the trustor, then the 
trustee is bound to confine himself to 
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the class of investments permitted by 
the law of the state as being legal for 
trust funds. 


PREVENTING LOCKING UP OF FUNDS 


Although the law places safeguards 
around trust funds, it has also prevented 
the locking up of such funds beyond a 
reasonable length of time. To get 
around the tendency which arises from 
the natural desire to retain in the family 
the property which it has acquired, two 
rules of common law have been actually 
incorporated into the statutes of most of 
the states, e. g., New York. One of 
these is the rule against perpetuities 
which make a gift void if the vesting of 
title is postponed beyond two lives in 
being and the minority of a third life. 
The other law is that no founds may be 
placed in trust for the accumulation of 
income except during the period of 
minority of a minor beneficiary. This 
law has for its object the avoidance 
of concentration of wealth in any one 
family, and to insure the entry of trust 
funds into the normal channels of 
business 

The compensation of the trustee may 
be fixed in the deed of trust or will. 
But if this is not mentioned, the com- 
pensation is usually fixed by law. In 
New York state, for instance, 5 per 
cent. is allowed on the first $1000, 2144 
per cent. on the next $10,000, and 1 
per cent. on all above the first $11,000. 
If an annual accounting of receipts and 
disbursements is rendered to the bene- 
ficiary by the trustee, another commis- 
sion based on income is allowable. 


READING ASSIGNMENT 


Clay Herrick: Trust Companies, Chap. 
2, 3, 4, 6. (Trust company functions, organ- 
ization, legislation and records.) 

L. H. Langston: Practical Bank Opera- 
tion, Chap. 19, 20. (Trust business of a 
trust department in a large bank.) 

J. 'T. Holdsworthy: Money and Banking, 
Chap. 19. (Trust companies and their func- 
tions.) 

Langston & Whitney: Banking Practice, 
Chap. 23. (Brief treatment of trust com- 
pany activities. ) 
























Interior View of a Modern Safe Deposit Vault Installed Complete by Herring-Hall-Marvin Safe Co 


D°ES the person who enters your vault sense the 

dignity, impressiveness and security ot it? Does he 
feel what he should be made to feel—that is, the assurance 
of absolute safety? Does the design and construction of 
your vault impress one as the last word in strength?— 
Vaults and safe deposit boxes manufactured by us are the 
ultimate in design, construction and strength. 












HERRING-HALL-MARVIN SAFE CO. 


Factory-—Hamilton, Ohio, U. S. A. 





BRANCHES 
400 Broadway, New York, N. Y. 165 Devonshire St., Boston, Mass. 
225 W. Lake St., Chicago, III. 214 California St., San Francisco, Cal. 


1805 First Ave., N., Birmingham, Ala. 
Cable Address—‘‘Fireproof’’ New York 
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SUPPLEMENTARY READING 


For those who wish to make a more thor- 
ough study of the subject. 

Kirkbridge, Sterrett & Willis: The Mod- 
ern Trust Company. 

T. Conyngton: Wills, Estates and Trusts 
(2 vol.). 

F. C. McKinney: Legal Investments for 
Trust Funds. 

Morgan & Parker’s New York Banking 
Law, Art. 5. 


QUESTIONS 


1. What are the differences between a 
bank and a trust company? 

2. What was the original function of a 
trust company? 

3. How did trust companies come to take 
on banking functions? 

4. What facilities are now offered by a 
modern trust company? 

5. What is the explanation of the rapid 
growth of trust companies? 

6. What are the requirements for a na- 
tional bank to organize a trust department? 

7. May state banks operate trust depart- 
ments? 

8. What are the two broad classifications 
of trust business? 

9. Name four individual trust functions, 
and four corporate trust functions. 

10. What are the advantages of a trust 
company or bank over an individual trustee 
in acting in various trust capacities? 

11. What is the duty of a trust company 
in acting as transfer agent? In acting as 
stock registrar? 

12. What is meant by the fiscal agent 
function? 

13. Explain the nature of a trusteeship 
created by a mortgage indenture in which 
a trust company acts for the benefit of 
bondholders. 


mt 
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14. What are the duties of an executor? 
Administrator ? 

15. What is an administrator cum testa- 
mento annexo? Administrator de bonis non? 

16. What are the essential elements of an 
individual trust? 

17. Who are parties to a trust agreement? 

18. What are the instruments by which a 
trust may be created? 

19. What is the difference between a 
“living” trust and a “testamentary” trust? 

20. What other names are used to desig- 
rate a “living” trust? 

21. Define the following terms: testator, 
intestate decedent, will, trustor, creator, con- 
servator, cestui que trust, life-tenant, 
remainder-man, beneficiary, trust funds. 

22. What are the principal motives in 
creating trusts? 

23. Are “living” trusts irrevocable? Tes- 
tamentary trusts? 

24. What is meant by a “sheltering” trust? 

25. What various provisions may be in- 
corporated in a deed of trust or will af- 
fecting the beneficiary? 

26. In what ways are the creator and 
beneficiary protected in the administration 
of trust funds by the trustee? 

27. What restrictions are placed upon the 
trustee in the investment of trust funds? 

28. What classes of securities are eligible 
as investments for trust funds in New York 
State? 

29. What advantages are there in making 
a will as over against making none? 

30. How can the objections of the aver- 
age man in refusing to make, or in post- 
poning to make, a will, be overcome? 

31. Can the income from a trust fund be 
accumulated indefinitely? 

32. What are the objections to such a 
practice? 

33. How is the compensation of a trustee 
fixed? 


Savings Deposits Increasing 


ORE than a billion dollars was added 

to savings bank deposits in the fiscal 
year ending last June. Such deposits come 
chiefly from wage earners. 

Total savings deposits are reported at 
$18,373,062,000. That is about five billions 
less than our interest-bearing national debt. 
It is double the maximum savings bank de- 
posits in any pre-war year, according to the 


Statistical Abstract. But the Abstract’s 
total omits some classes of deposits included 
in the statement by the American Bankers 
Association. 

The average deposit ranges between $405 
in New England and $147 in the Eastern 
Central states. The Southern states report 
an average deposit of $45, against $18 in 
1912. 





Some Bank Credit Problems 





New York.—Enpiror. 





Tue BanxKers Macazine has secured the services of a capable bank credit man 
to answer the inquiries of readers on current problems of the credit manager. 
Questions of general interest to credit men and bankers will be answered and only 
the initials of the person asking the question will be used. 
not one of particular interest to bank credit men as a whole or is one which has been 
answered before, a reply will be made by mail. 

In order that all questions may be answered intelligently, it is requested that 
they be direct and to the point, but that sufficient necessary detail be included to 
enable the editor to draw the proper conclusion. 
the Editor, Bank Credit Problems, THe Bankers Macazine, 71-73 Murray Street, 


In case the question is 


Inquiries should be addressed to 








QUESTION: I have recently run 
across two successive statements of the 
same company, in the first of which 
notes receivable discounted are carried 
as a contingent liability, and in the sec- 
ond of which they are shown in the full 
amount on both the asset and liability 
side of the statement. Which do you 
consider is the correct method of carry- 
ing receivables when discounted ?— 


W. J. H. 


ANSWER: It is largely a matter of 
opinion as to which is the correct method. 
At the present time bankers favor the show- 
ing in full of notes or acceptances discount- 
ed; i. e., the receivables are carried in full 
on the asset side and the amount of re- 
ceivables discounted appears as an. offsetting 
liability. Of course no direct liability is 
created by the discounting of receivables, 
the debt being contingent upon the original 
maker of the note not being able to meet 
his obligation. Technically, therefore, the 
correct way to show the receivables dis- 
counted is simply in the form of a notation 
at the foot of the statement, indicating 
that “such and such a company is con- 
tingently liable for notes and acceptances 
discounted at bank to the extent of $00...” 
In practice, however, the contingent liability 
often proves to be almost a direct liability, 
for receivables disceunted which are not met 
promptly at the due date are immediately 
charged by the bank to the account of the 
endorsing company. In this sense the con- 
tingent liability created by the discounting 
of receivables differs from most cases of 
contingent debts, where it often takes con- 
siderable time and various legal entangle- 
ments before collection can be made from 
the endorsing company. The showing of 
the full amount of receivables on the asset 
side, and the receivables discounted on the 
liability side, is of course a technical in- 
flation of both assets and liabilities. How- 
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ever, it presents to the banker a clearer pic- 
ture of the actual financial position of the 
concern in question and also makes “window 
dressing” more difficult. Although the prac- 
tice of mentioning in a footnote the amount 
of receivables discounted is in more com- 
mon use among accountants, the more de- 
tailed method of indicating the financing in 
full on the balance sheet is generally pre- 
ferred by bankers. 


QUESTION: I have recently been 
buying some commercial paper for our 
bank and am interested in getting sta- 
tistics concerning the normal turnover 
of inventory (based on sales), turnover 
of accounts receivable (based on sales), 
ratio of net profits to net worth, and 
ratio of current assets to current li- 
abilities in the following industries: 
Manufacturers of farm machinery ; shoe 
manufacturers; department stores, cot- 
ton goods manufacturers; paper manu- 
facturers. Can you give me any figures 
on the above?—D. W. 


ANSWER: Your question is rather dif- 
ficult to answer definitely because the so- 
called “ratios” vary greatly with different 


companies. Ratios of this sort are elastic 
and can not be taken as an exact standard. 
They change according to changes in condi- 
tions, times, etc. However, in the indus- 
tries which you have mentioned we will at- 
tempt to give what we would consider a 
“normal” ratio, based on a comparison of 
statements of leading companies in these 
lines over a period of years: 


MANUFACTURERS OF FARM MACHINERY 


Business has been poor in the last few 
years. The inventory turnover has always 
been slow and it is very seldom that it 
turns more than twice a year. A normal 
ratio is about $1.20 to $1.60 of sales to 
$1.00 of inventory. Selling terms are also 
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long and collection of accounts often slow. 
It is not unusual to find receivables out- 
standing on a company’s books of from three 
to six months or even more accumulation. 
he smaller figure is of course the more 
desirable. As to the amount earned on net 
worth, many companies in this line have 
operated at a deficit in recent years. Over 
a period of ten years, a fair percentage of 
net profits earned on net worth would be 
6 per cent. In order for companies in this 
line to keep in a liquid condition the current 
ratio must necessarily be high. A normal 
ratio among the stronger companies is $4 to 
$5 in current assets to $1 in current liabili- 
ties. 


SHOE MANUFACTURERS 
Shoe manufacturers normally turn their 
inventory three to four times a year. Over 
a period of years a comparison of the bal- 
ance sheets of several of the leading manu- 
facturers indicates an average of seventy- 
three days for receivables outstanding on 
annual statement dates. A fair percentage 
of net profits earned on net worth is 12 per 
cent. The current ratio is usually about 
two for one, and a normal ratio is $2.50 in 
current assets to $1.00 in current debt. 


DEPARTMENT STORES 


Retail stores of this type usually turn 
their inventory about every two months; a 
fair ratio is $5.00 to $6.00 in sales to $1.00 
in inventory. A large proportion of the 
business is done on a cash basis, so that the 
item of accounts receivable is usually not 
large. A normal amount of outstanding 
accounts is thirty to forty days. Net profits 
on net worth should run in the neighborhood 
of 10 per cent. The current ratio is usually 
above two for one, and a very fair ratio is 
$2.75 in quick assets to $1.00 in quick debt. 


COTTON GOODS MANUFACTURERS 


The inventory turnover for cotton goods 
manufacturers is from three to four times 
a year. Outstanding accounts receivable 
vary considerably, but an average of sev- 
eral representative companies over a period 
of years indicates about seventy-five to 
eighty days accounts outstanding on state- 
ment dates. A normal percentage of net 
profit to net worth is 11 or 12 per cent. 


The current ratio among the stronger com- 
panies would average around $2.25 in quick 
assets to $1.00 in quick debts. 


PAPER MANUFACTURERS 


The inventory turnover in this industry 
varies considerably, although a normal turn- 
over is about four to five times a year. The 
average amount of outstanding accounts 
expressed in days is about forty, with again 
a wide variation among the different com- 
panies. Over a period of years a number 
of leading concerns have averaged 5 per 
cent. net profits on net worth. The current 
ratio should normally be over two for one, 
and a comparison among representative con- 
cerns shows an average ratio slightly in 
excess of $3.00 in current assets to $1.00 in 
current debt. 


QUESTION: Do you consider the 
item of supplies a quick asset? I oc- 
casionally see companies carrying coal, 
boxes, etc., as supplies on their balance 
sheets and I am not quite clear how to 
treat these.—K. P. K. 


ANSWER: Ordinarily supplies are slow 
assets, although no definite rule can be es- 
tablished regarding their treatment, and 
each case must be handled individually. 
When the supply inventory consists of ma- 
terial that will be consumed in the actual 
operation of the plant, such as coal, it is 
in the nature of an expense inventory and is 
slow, often being treated merely as a de- 
ferred charge. If the item of supplies is 
unusually large and its treatment as a slow 
asset would seriously affect the current ratio 
of the concern in question, a careful in- 
vestigation should be made as to its exact 
nature. If it is a staple article with a ready 
sale which might properly be classed as 
forming a part of the regular inventory, 
then it might be treated as _ quick. 
Ordinarily, however, the item of supplies is 
small and its exclusion from the current 
ratio will not alter appreciably the com- 
pany’s quick position. Supplies are usually 
charged off to profit and loss as expenses 
of the business, and any which remain at 
the end of the year are normally a slow 
asset. 
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Review of the Month 


A Survey of Current Banking and Business Developments 


HE divorce of state bank super- 

vision from all other activities of 

state government is advocated in 
the annual report of the State Bank 
Division of the American Bankers Asso- 
ciation to the parent body. 

“State bankers are vitally interested 
that the highest efficiency be maintained 
in the offices of all state banking super- 
visors and commissioners,” the report 
says. “Therefore we favor the divorce 
of bank supervision from all other 
functions of state government to the end 
that commissioners and banking super- 
intendents may devote their entire at- 
tention to the administration of banking 
affairs and bank examinations.” The re- 
port continues: 

The tenure of office of banking super- 
intendents should be made more certain and 
lasting and not subject to political change. 
Sufficient compensation should be paid to 
attract men of the best ability. We be- 
lieve that men should be chosen for the 
examination service who have had a prac- 
tical banking knowledge, preferably from 
actual banking experience. 


Membership of state-chartered bank- 
ing institutions in the Federal Reserve 
System has again become a question of 
national interest, and the State Bank 
Division will make this subject one of 
its prominent activities during the com- 
ing year, according to the report, which 
says further: 


_A joint committee has been appointed by 
Convress to investigate the reasons under- 


lying the fact that more state banks are 
not joining the Federal Reserve System. 
The State Bank Division approves the fun- 
damental principles upon which the system 
is based, fully appreciates its proved ef- 
fectiveness as a splendid stabilizing influ- 
ence in maintaining the financial integrity 
of our country, and desires to render any 
assistance possible in curing existing defects 
to the end that its facilities may be made 
more widely available. A special committee 
of five members has been appointed by the 
president of the division to assist in com- 
piling the information sought on this sub- 
ject with authority to present the data ob- 
tained to the committee of Congress at a 
special hearing, if deemed advisable. 


FAVORABLE FACTORS FOR 1924 


Discussing the business outlook for 
1924 in a speech before bankers in 
Pittsburgh at a dinner on December 19, 
last, Frederick W. Gehle, vice-president, 
Mechanics and Metals National Bank, 
New York, said that the ability and 
energy of the American people, and 
their extraordinary facility for produc- 
tion and distribution, were the factors 
operating most positively in favor of 
the country. Mr. Gehle went on to 
say: 


The abundance of the country’s supply of 
food and raw materials, the extent of the 
domestic buying power, the readiness with 
which the national wealth is responding to 
development, the adequate manner in which 
the credit structure is lending itself to every 
right demand—all these are factors decided- 
ly favorable to the business outlook. From 
a hanking point of view, the financial wealth 
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of the country is manifested in the strength 
of its credit structure. Bank loans, accord- 
ing to current statements, are above a year 
ago and are higher than at any time before, 
with the exception of 1919 and 1920, but 
reserves also are higher by a wide margin, 
and with the exception of certain sections 
of the agricultural west, the difficulties of 
the credit situation which marked the coun- 
try’s affairs not long ago have been cor- 
rected. The banking system is in a strong 
position—so much so that in contrast with 
the pulling-in process of 1920 and 1921, there 
is presented a problem of how to direct the 
available credit flow, making it at the same 
time productive and secure. 


EXPENDITURE FOR AUTOMOBILES 


The current letter of the First Na- 
tional Bank of Philadelphia, notes that 
the American people are spending an 
unparalled proportion of their income 
for automobiles, original cost and up- 
keep, but adds that this is scarcely 
strange when the high earning power 
of the public is taken into account and 
also the fact that this great industry has 
been restored to virtually a pre-war 
price basis. The letter continues: 


While this expansion has caused the with- 
drawal of an immense body of skilled labor 
from the manufacture of more productive 
merchandise, it is nevertheless true that a 
well-employed and_ thrifty people can 
scarcely be criticised for buying the things 
which contribute to family comfort in the 
degree that the automobile contributes to 
it. The United States has developed quan- 
tity production as no other nation has de- 
veloped it and the cheaper models of the 
American cars are gaining a popularity 
abroad which insures for our makers the 
supremacy in the motor car field for years 
to come. 


GROWTH IN BANK CREDIT 


The fact that total loans of all mem- 
ber banks of the Federal Reserve Sys- 
tem increased by three-quarters of a 
billion during the first nine months of 
1923 serves as a good index to the ex- 
tent of the demand for bank credit. The 
Federal Reserve Bulletin remarks that: 
“This increase of about 4 per cent. fol- 
lowed upon an increase which took place 
during the last nine months of 1922 at 
an even more rapid rate. In that year 


the growth of loans was accompanied 
by an even more rapid growth in in- 
vestments; in 1923, however, invest- 
ments declined slightly while loans con- 
tinued to increase.” The bulletin con- 
tinues: 


The growth of member bank credit since 
the spring of 1922 was at a rate more 
rapid than the previous loan liquidation, 
so that by the middle of 1923 total loans 
and investments were greater than in No- 
vember, 1920. In 1922 the increase in loans 
was exceeded by the increase in demand de- 
posits, while during the first nine months 
of 1923 there was a decrease in demand 
deposits. The chief source of increase in 
member bank funds during 1923 was the 
growth in time deposits, supplemented by 
additional borrowings at the Federal Re- 
serve Banks. 

The growth in member bank credit in the 
agricultural districts during the period was 
to a much larger extent than in the indus- 
trial districts financed by borrowings at the 
Reserve Banks. The discounts at the six 
Federal Reserve Banks located in the agri- 
cultural districts (Richmond, Atlanta, St. 
Louis, Minneapolis, Kansas City and Dallas) 
increased by 69 per cent. between January 
and September, while discounts at all other 
reserve banks increased by 31 per cent. 
Loans increased more rapidly in industrial 
districts, and this increase was met in part 
through the sale of investments, while in 
the agricultural districts investments con- 
tinued to increase. In the financial centers 
funds available for commercial loans were 
also increased through a reduction in loans 
secured by stocks and bonds. The volume 
of commercial borrowing at member banks 
in leading cities declined slightly after the 
first week in October, and the lessened de- 
mand for credit was also reflected in some- 
what easier money rates. 


A SURVEY OF THE PAST YEAR 


James B. Forgan, chairman First 
National Bank, Chicago, says in a state- 
ment issued by him in the closing days 
of 1923, that while the year marked the 
beginning of a real revival, business men 
did not forget the experiences of the 
depression of 1920, and proceeded con- 
servatively. As a result of this con- 
servatism inventories are not unduly 
large and there has been no inflation of 
either currency or credit. Mr. Forgan 
terms the outlook a reasonably hopeful 
one. He remarks that: 
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ee ne COMMERCE 


A wise combination of the two makes an ideal bank- 


ing relationship. 


In 65 years of experience, we have developed facilities 
for intelligent banking service—the kind that 


leaves no aftermath but satisfaction. 


Let us know your requirements. 





Willing Cooperation is a Part of Our Working Capital 








It is not unnatural that even now we are 
still feeling the shock of the war, though 
with diminished intensity. Certain industries 
have not recovered to the extent that would 
be desirable, and among these may be noted 
the clothing and the leather industries, both 
of which are still in need of readjustments 
in order to attain again a full measure of 
prosperity. 

Much is heard about the agricultural sit- 
uation. As a matter of fact, crops have 
been very satisfactory, and most farmers 
are in a better financial condition than they 
have been for a long period of time. Even 
the difficulties of the wheat farmers are 
exaggerated. The trouble in their case is 
that as a result of the arbitrarily high prices 
of wheat during the war, wheat was grown 
upon land which under ordinary conditions 
is not suitable for that crop. In other words, 
some wheat lands ought to be used for other 
purposes. 

That the agricultural situation is not as 
bad as sometimes reported is proved by 
the fact that the liquidation of farm debts 
is continuing in a very satisfactory manner, 


and in recent months farmers have re- 
stricted their borrowings from joint stock 
land banks and similar organizations. A 
fur'her proof of this condition is to be 
found in the reports of the mail order 


houses, whose sales have been unprecedent- 
edly large, and it must be remembered that 
a large proportion of their trade is found 
in our rural communities. 


RECORD RAIL TRAFFIC IN 19238 


The railroads of the United States 
during the first ten months of 1923 
handled the greatest freight traffic in 
their history, according to reports of the 
carriers on file with the Bureau of Rail- 
way Economics. 

The traffic for that period amounted 
to 386,027,840,000 net ton miles, an in- 
crease of 2-2/5 per cent. over the cor- 
responding period in 1920, which 
marked the previous high record and 
which amounted to 377,025,000,000. 

Compared with the first ten months 
of 1922, the total for the same period 
in 1923 was an increase of 84,495,486,- 
000, or 28 per cent. In making 
this comparison, however, consideration 
must be given to the fact that freight 
traffic in 1922 was affected by the strike 
of the miners, which began on April 1, 
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the assistance of its Trust Department. 
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of that year, and that of the railway 
shopmen, which began on July 1, both 
continuing until fall. 

In the Eastern District, freight traf- 
fic during the first ten months of 1923 
showed an increase of approximately 35 
per cent. over the corresponding period 
last year. 

In the Southern District an increase 
of nearly 25 per cent. was reported. 

In the Western District there was 
an increase of nearly 20 per cent. 

For the month of October, 1923, alone 
the freight business of the railroads 
amounted to 42,209,895,000 net ton 
miles, which has only been exceeded in 
two previous months. The first time 
this was exceeded was in August, 1920, 
when it amounted to 42,734,000,000, 
and again in October, 1920, when it 
was 42,570,000,000. Compared with 
October, 1922, it was an increase pf 2,- 
922,541,000, or more than 7 per cent. 


WHAT PRESENT CONDITIONS INDICATE 


“Present conditions indicate that, al- 
though the next few months may show 
further recessions in some lines, the re- 
action has nearly spent its force, and 
business may be expected to continue in 
good volume, characterized by steadi- 
ness and caution,” says Clay Herrick, 
vice-president of the Guardian Savings 
and Trust Company, Cleveland, in the 
bank’s current business review. Mr. 
Herrick continues: 

A more hopeful tone of business sentiment 
is discernible. An important factor in 
bringing about this result is that while the 
pace has slackened, the reduction has been 
gradual and orderly, business has continued 
large in volume, and the serious decline 
which some people feared has not occurred. 
Sentiment has also been stimulated by the 
recovery of the stock exchange, by Presi- 
dent Coolidge’s message, by Judge Gary’s 
interview backed by the extra dividend on 
steel and by extra dividends by about forty 
other corporations, and by Secretary of the 
Treasury Mellon’s message and tax-reduc- 
tion proposals. 

Of the favorable factors in the outlook for 
the near future perhaps the most significant 
is the status of the building industry. Oc- 
tober saw a large increase, and the values 
of permits and contracts for October and 
November were. record figures for these 
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()FFERS exceptional facilities 

to correspondents all over the 
country, by reason of its complete 
organization, large resources, and 
the central location of its head office 
in the heart of Buffalo's business 
district, and the well situated 


branches covering the wholesale 


produce and fruit districts. 


Personal calls or lefters of inquiry 


will be welcomed. 
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«/Make The Peoples 
Your Buffalo Correspondent 





months. This condition at the close of the 
usual active building season, the presump- 
tion that much of the projected work will 
last over into spring, and housing shortages 
still reported from many centers seem to 
forecast very active building during the first 
half of 1924. Although building permits for 
ten months of 1923, as reported by Brad- 
streets, totalled $2,590,709,250, as compared 
with $2,080,039,978 during the same period 
in 1922, there is evidence that the need for 
new construction is yet far from satisfied. 


SILVER PRODUCTION IN UNITED STATES 


Announcement that a study of pos- 
sible new uses for silver in the indus- 
tries and commerce is to be undertaken 
by the United States Department of the 
Interior, lends interest to some calcula- 
tions made by the Trade Record of The 
National City Bank of New York as 
to the share which we are producing of 
the world’s silver output, and the pro- 
portion used in the industrial arts. 
These figures show that the United 














UNITED STATES 
MORTGAGE & TRUST COMPANY 


Statement of Condition December 31, 1923 


ASSETS 
Cash on Hand, in Federal Reserve and Other Banks..$10,140,645.58 


Clearing House Exchanges ................. 5,744,068.15 











U. S. Government Securities ...cccccccccccccccsccesseeeceeeee 9,021,845.41 
Ne ROE GUNN NIN soriocreceesie ctis 2,983,748.11 
Demand Leané ........... 9,756,700.00 
Time Loans ........ this 20,632 ,425.84 
Bills and Notes Sentient . Le 


419,755.71 
3 ,823,690.41 


Foreign Exchange 





Mortgages ... etic 
Real Estate (ieendh Duiking Sete). incelialianiauonminnesat 476,043.10 
Customers’ Liability on Acceptances ecco 31,478.57 
Accrued Interest Receivable ..0.....1...1....:1oo---ov---1ss-sevesssseessssseeeeeneeee 353,150.25 





$67,483,554.78 




















LIABILITIES 
Capital ...... SE ee eR OEE $ 3,000,000.00 
Surplus . Sétichentinns TT 
OE ne Uae nO Ee ERNE 1,301,608.61 
Reserve for Taxes, etc. .................... a IE Se Late 596,206.94 
Dividend Payable Jamuary 2, 1924... cccecsccccccssesenesee 120,000.00 
IIE cctraiccossniveeneienins pelsscecenecintiblaceii 56,189,189.06 
Treasurer’s Checks .................. eee 2,554,412.54 
By TEE TID: oairensicincececseccensnsecinscaciersininitincans ; 624,500.00 
Acceptances Executed for Deteenes ene eats ora 31,478.57 
Accrued Interest Payable . Pons spices Re teas 66,159.06 





$67,483,554.78 
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States produced in 1922 about 26 per 
cent. of the silver turned out by the 
mines of the world as against 26 per 
cent. in 1910, 33 per cent. in 1900, 29 
per cent. in 1870, 24 per cent. in 1865, 
and 5 per cent. in 1861, the initial year 
of our recognition as an important fac- 
tor in world silver production. Prior 
to 1860 our share of world production 
was extremely small, being but a frac- 
tion of 1 per cent. Our production of 
silver, which amounted to only 116,016 
ounces in 1860, and 1,547,000 in 1861, 
for the first time crossed the 10,000,000 
line in 1867, being for that year 10,- 
141,000 ounces; in 1870, 138,000,000; 
1880, 30,000,000; 1890, 54,000,000; 
1900, 58,000,000; 1910, 57,000,000; 
1915, 75,000,000, and in 1922, 56,240,- 
000 ounces. 


ACHIEVEMENTS IN AMERICAN AVIATION 


“American aviation in 1923—the 
twentieth year of mechanical flight— 
rose to unparalleled achievements,” ac- 
cording to a review issued on December 
30 by the Aeronautical Chamber of 
Commerce of America. The review 
summarizes the year as follows: 





Established thirty-three world records; de- 
signed, constructed and successfully oper- 
ated the largest rigid airship in existence; 
developed and operated the first night air- 
way, enabling the air mail to cross the con- 
tinent in twenty-six hours; designed, con- 
structed and successfully flew the world’s 
largest airplane; private operators flew 
commercial planes a total of several mil- 
lion miles; staged flying meets in a dozen 
cities, which were witnessed by a million 
people; further perfected the aerial tor- 
pedo; developed the smoke screen; made 
non-stop flights across the country, east and 
west and north and south; bombed battle- 
ships; improved operation of planes on and 
off aircraft carriers and in long cruises 
with the fleets; devised means to refuel 
planes in flight; put aircraft to work in a 
dozen ways, including transportation of pas- 
sengers, mails and express, forest patrol, 
Crop survey, destruction of gypsy moth and 
cotton boll weevil, map making, aerial 
Photography, advertising and in other spe- 
cial services, 


AUTOMOBILE DOLLAR MORE TODAY THAN 
IN 1913 


Tod 111 cents worth of automo- 
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WE TAKE PLEASURE IN ANNOUNCING THE MERGER 
OF THE 
CITIZENS TRUST COMPANY 
WITH THE 
MARINE TRUST COMPANY OF BUFFALO 


The service now offered by this institution with twenty- 
five banking offices in the City of Buffalo, deposits of 
over one hundred and twenty-five millions of dollars, is 
unsurpassed in the City of Buffalo or on the Niagara 


We shall be glad to serve you. 


THE MARINE TRUST COMPANY 
OF BUFFALO 


- $20,000,000 


























bile, 101 cents worth of gasoline and 
123 cents worth of tires can be pur- 
chased with the 1913 dollar. 

This fact, in the opinion of the Na- 
tional Automobile Chamber of Com- 
merce, which has compiled figures from 
the records of various governmental and 
private statistical groups, is one im- 
portant reason for the great activity in 
automobile buying. 

Better highways and the general need 
for motor transportation account for a 
large share of the increase in motor 
vehicle registration, but this has been 
further augmented, the industry feels, 
by the fact that the public realizes that 
a dollar will buy more in motor prod- 
ucts than in most other lines. 

Furthermore the current models of 
motor vehicles and the present type of 
tires are far better than ten years ago, 
even at the lower prices prevailing 
today. 

The pre-war dollar is worth only 61 
cents today in the general cost of living. 


234 


It is worth but 51.8 cents in clothing, 
68.5 cents in food, and 61.2 cents in 
rent. 

The following table shows the pur- 
chasing power of the 1913 dollar in 
various commodities: 








1913 Commodity 1923 
Cents Cents 
ne 
OE 
100 Tires .. eee 
*100 Cost of living —____._ 18 
i 
CO eee Pi ea 
100 Furniture .......... ENE Te TC MO NET 53.4 
100 Rents aikawncs 





100 Frame building 2... 








100 Brick building 46.3 
*100 Concrete factory building ........ 48.5 
100 Farm crops sone 13.5 
i ee. 2 
100 Consumers gO0dS ccc vannenne CHE 


*1914 used as base, as 1913 figures were 
not obtainable. 
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Eastern States 


Comprising New York, New Jersey, Pennsylvania and Delaware 


























CONVENTION DATES 


Trust companies mid-winter conference— 
at New York City, February 14. 

Pennsylvania Bankers  Association—at 
Philadelphia, Pa., May 21-23. 

National Association of Credit Men—at 
Buffalo, N. Y., June 10-13. 


CHEMICAL NATIONAL 100 YEARS 
OLD 


The Chemical National Bank of New 
York has entered upon the one hundredth 
year of its history. Commenting on the 
bank’s centennial Percy H. Johnston, presi- 
dent, said: 

“The institution was founded in 1824 as 
the New York Chemical Manufacturing 
Company with a capital of $500,000 and with 
its principal offce at 216 Broadway, facing 
St. Paul’s Church. After doing a combined 
manufacturing and banking business for 
twenty years, during which period liberal 
dividends had been regularly paid, it was 
decided in 1844, upon the expiration of the 
original charter, to obtain a. charter under 
which the Chemical Bank could do solely a 
commercial banking business. At the disso- 
lution of the affairs of the New York Chem- 
ical Manufacturing Company there accrued 
to the shareholders a substantial profit upon 
their original investment. The institution, 
as the Chemical Bank, with a paid in capi- 
tal of $300,000, continued under this name 
and the state charter until 1865, when, 
largely as a matter of patriotism, it entered 
the national banking system under the name 
of the Chemical National Bank, which name 
it now bears. 

“Probably the most usual and accurate 
test used in measuring the degree of suc- 
cess achieved by a commercial company is 
4 consideration of the dividends paid over a 
term of years, together with the enhance- 
ment in market value of the shares of stock. 
A stock dividend of 900 per cent. was paid 
in 1907, and in this connection it will doubt- 
less he of interest to the present stock- 
holders to know that since 1844, when the 


Chemical Manufacturing Company was 
transformed into a bank pure and simple, 
there has been $8000 paid in dividends upon 
each share ($100 par value) of the original 
stock. The average dividend rate over the 
period of eighty years has therefore been 
100 per cent. per annum. The book value 
on December 21, 1923, of the equivalent of 
the one original share (par value $100) was 
$4,704.80 and the present market value of 
the equivalent of an original share is about 
$5400.” 

Directors of the Chemical voted to add 
$2,000,000 to the surplus, bringing the 
total to $15,500,000, as compared with its 
capital of $4,500,000. Deposits of the bank 
total $129,000,000. 


THE STATE BANK INCREASES 
CAPITAL 


Announcement has been made of a million 
dollar increase in the capital stock of the 
State Bank, New York. The stock has been 
increased from $2,500,000 to $3,500,000. 


GUARANTY TRUST COMPANY 


The condensed statement of condition of 
the Guaranty Trust Company of New York 
as of December 31, 1923, shows total re- 
sources of $621,455,548.75, as compared with 
$562,409,694.27 at the time of the last pub- 
lished statement, November 15, 1923. De- 
posits of the company were $499,605,588.78 
at the end of the year, as compared with 
$441,768,878.82 on November 15. Capital 
stands at $25,000,000 and surplus and un- 
divided profits total $18,655,020.05. 


UNITED STATES MORTGAGE AND 
TRUST COMPANY 


At a meeting of the board of directors 
of the United. States Mortgage & Trust 
Company, New York, held December 21, the 
regular quarterly dividend of 4 per cent. 
on the capital stock of the company was 
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HE of volume business in 1923 made it a banner year 
for the Mosler Safe Co.-—the largest of any in its 
half century of active experience. 


Success in reaching this high-water mark can be 
largely attributed to— 


The overwhelming confidence of the banking world 
in MOSLER PROTECTION—a reward for incom- 
parable workmanship and faithful service, and— 


‘To its superb manufacturing facilities coupled with 
personnel and organization of the highest standard of 
excellence. 

The following list represents some of the larger Vaults 
purchased or installed during 1923: 


Bank of America, New York City 

Greenwich Savings Bank, New York City 

Bankers Trust Co., New York City 

The National City Bank, New York City 

Chemical National Bank, New York City 

Mechanics & Metals National Bank, New York City 

Canadian Bank of Commerce, New York City 

Liberty National Bank, New York City 

United National Bank, New York City 

Public National Bank, New York City 

The Penn. Co. for Insurances on Lives & Granting Annunities, 
Philadelphia, Pa. 

Girard Trust Co., Philadelphia, Pa 

Franklin Trust Co., Philadelphia, Pa. 

Fourth St. National Bank, Philadelphia, Pa. 

Mellon National Bank, Pittsburgh, Pa. 

Union Trust Co., Pittsburgh, Pa. 

Pennsylvania Trust Co., Pittsburgh, Pa 

Brotherhood’s Relief & Compensation Fund, Harrisburg, Pa. 

Braddock National Bank, Braddock, Pa. 

First National Bank, Boston, Mass 

Phoenix National Bank, Hartford, Conn. 

Equitable Trust Co., Atlantic City, N. J. 

Liberty Trust & Savings Bank, Chicago, Ill 

Stockmens Trust & Savings Bank, Chicago, Il. 

Inland Trust & Savings Bank, Chicago, Ill 

Commercial Savings & Loan Co., Cleveland, Ohio. 

Meyer-Kiser Bank, Indianapolis, Ind 

Lowry Bank & Trust Co., Atlanta, Ga 

First National Bank, Santa Ana, Calif 

Citizens Mutual Trust Co., Wheeling, W. Va. 

Central National Bank, Tulsa, Okla. 

Wachovia Bank & Trust Co., Asheville, N. C 

Federal Reserve Bank, St. Louis, Mo. 

Federal Reserve Bank, New Orleans, La 

Federai Reserve Bank, San Francisco, Calif. 


THE MOSLER SAFE CO. 


375 Broadway, New York City 
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declared, payable January 2, 1924, to stock- 
holders of record December 26, 1923. 

The directors voted the payment of addi- 
tional compensation of 10 per cent. of the 





6 UNDERWOOD & UNDERWOOD, N. Y. 


JOHN W. PLATTEN 


President United States Mortgage and Trust 
Company, New York 


amount of salaries paid to officers and em- 
ployees during the year. 

The statement of condition as of Decem- 
ber 31, 1923, shows capital $3,000,000, sur- 
plus $3,000,000 and undivided profits of $1,- 
301,608. Deposits are $56,189,189, and total 
resources $67,483,554. John W. Platten is 
president of the company. 


KINGS COUNTY TRUST COMPANY 


The Kings County Trust Company of 


Brookivn, N. Y., shows in its statement 
of Dex 


mber 31, total resources of $35,706,- 


590, ital $500,000, surplus and undivided 


prot f $3,819,279, and deposits of $30,- 
821,47 This is an increase over June 30, 
1923, surplus and undivided profits of 
$173.3 


ind in deposits of $342,772. 
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CENTRAL UNION TRUST COMPANY 


On December 31, 1923, the statement of 
condition of the Central Union Trust Com- 
pany of New York showed the following 
figures: Capital $12,500,000, surplus and un- 
divided profits $23,567,560, deposits of $202,- 
323,783, and total resources of $251,988,941. 


PAUL M. WARBURG REAPPOINTED 
TO ADVISORY COUNCIL 
Paul M. Warburg, chairman of the board 


of the International Acceptance Bank, New 
York, has been re-elected a member of the 





PAUL M. WARBURG 


Chairman, International Acceptance Bank. 
Re-elected a member of Federal Advisory Council 
of Federal Reserve System 


Federal Advisory Council of the Federal 
Reserve System, as a representative of the 
Second Federal Reserve District. 


DIVIDENDS AND BONUSES 


At the annual meetings of some of the 
important banks and trust companies of 
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JULIAN P. FAIRCHILD, Vice-President 
WILLIAM J. WASON, JR., Vice-President 
HOWARD D. JOOST, Vice-President 
THOMAS BLAKE, Secretary 


ACCOUNTS INVITED 


Kings County Trust Company 


City of New York, Borough of Brooklyn 
Capital $500,000 Surplus $3,500,000 Undivided Profits $319,000 


JULIAN D. FAIRCHILD, President 


BROWER, BROWER & BROWER, Counsel 
INTEREST ALLOWED ON DEPOSITS 


CLARENCE E. TOBIAS, Assistant Secretary 
ALBERT I. TABOR, Assistant Secretary 

J. NORMAN CARPENTER, Trust Officer 
ALBERT E. ECKERSON, Auditor 
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New York dividends and bonuses were de- 
clared as follows: 

The American Exchange National Bank: 
quarterly dividend of 4 per cent., placing the 
stock on a 16 per cent. annual basis instead 
of 15 per cent. as before. 

The Bank of New York and Trust Com- 
pany: quarterly dividend of $5 a share and 
an extra dividend of $1 a share; also a 
bonus of 10 per cent. of annual salaries to 
its employees. 

The Brooklyn Trust Company: quarterly 
dividend of 6 per cent. 

The Central Union Trust Company: 
quarterly dividend of 6 per cent. 

Chemical National Bank: a bonus of 10 
per cent. of the year’s salary to officers and 
employees; also a bi-monthly dividend of 
4 per cent. 

The Coal and Iron National Bank: quar- 
terly dividend of 3 per cent. 

The East River National Bank: semi- 
annual 6 per cent. dividend. 

The Fidelity-International Trust Com- 
pany: quarterly dividend of 214 per cent. 

The Fifth Avenue Bank: quarterly divi- 
dend of 6 per cent. 

The Fifth National Bank: quarterly divi- 
dend of 214 per cent. 

The First Federal Foreign Banking Asso- 
ciation: 5 per cent. bonus on annual salaries. 

The First National Bank of Brooklyn: 
quarterly 3 per cent. and an extra 2 per 
cent. dividend. 

First National Bank: extra dividend of 
20 per cent. in addition to the regular quar- 
terly dividend of 10 per cent. The extra 
distribution brings the total dividends for 
this year to 60 per cent., the highest since 
1916. 

The Fulton Trust Company: extra divi- 
dend of 2 per cent. and a semi-annual pay- 
ment of 5 per cent. 
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The Garfield National Bank: extra and 
quarterly dividends of 3 per cent. each. 

Guaranty Trust Company: quarterly divi- 
dend of 3 per cent. 

The Hanover National Bank: quarterly 
dividend of 6 per cent. 

The Irving Bank-Columbia Trust Com- 
pany: quarterly dividend of 3 per cent. 

The Manufacturer’s Trust Company: 
quarterly 4 per cent. dividend. 

The Mechanics and Metals National Bank: 
quarterly dividend of 5 per cent. and an 
extra dividend of 2 per cent. 

Metropolitan Trust Company: quarterly 
dividend of 4 per cent.; also a Christmas 
bonus of 10 per cent. of the year’s salary to 
all employees. 

The National Park Bank: quarterly 6 
per cent. dividend. 

Seaboard National Bank: a bonus of 10 
per cent. of a year’s salary for employees. 


LIBERTY NATIONAL BANK 


The statement of condition of the Liberty 
National Bank in New York, as of Decem- 
ber 31, 1923, shows total resources of $6,- 
418,794.96, capital $500,000; surplus and un- 
divided profits of $156,259.56. The deposits 
of this bank are $5,262,535.40, which is 4 
remarkable achievement inasmuch as the 
bank has been open for a period of less 
than three months. The bank opened for 
business October 10, 1923. W. C. Durant 
is chairman, and Carroll Downes, president. 


CASON MADE VICE-PRESIDENT OF 
CHEMICAL 


Charles Cason, formerly assistant vice- 
president of the Chemical National Bank, 
New York, has been made a vice-president 
of that institution. Mr. Cason is a native 
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ot Nashville, Tenn., and a graduate of Van- 
derbilt University of Nashville, where he 
won the Founders Medal in public speaking, 
the highest award given in the University. 
He served as alumni secretary of the Uni- 
versity for five years, and was later clerk 
of the House of Representatives of Tennes- 
see. Mr. Cason came in the Chemical Na- 
tional Bank as director of public relations. 
His direction of the public relations activi- 
ties of the Chemical has made him widely 
known in financial advertising circles. He is 





CHARLES CASON 


New vice-president of Chemical National Bank, 
New York 


a member of the Public Relations Commis- 
sion of the American Bankers Association. 

Barret Montfort, formerly assistant to 
the president, has been made an assistant 
vice-president of the Chemical National 
Bank. Mr. Montfort has contributed articles 
on economic subjects to various leading 
financial publications. 


EDWIN BIRD WILSON ELECTION 


At a recent meeting of the stockholders 
of Edwin Bird Wilson, Inc, New York, 
Edwin Bird Wilson, Edward J. Byrnes and 





The Corporation Manual 


Twenty-fourth Edition 













Revised to January 1, 1928 
A systematic arrangement of the statutes affect- 

ing both foreign and domestic business cor- 
porations in all states. 

The Uniform Stock Transfer Act. 

The Blue Sky Laws. 

The Anti-Trust Laws. 

Forms and Precedents. 


United States Corporation Company 
65 Cedar Street, New York 
tect 





















George K. Reed were elected directors. The 
directors elected the following officers: Mr. 
Wilson, president; Mr. Byrnes, vice-presi- 
dent and treasurer; T. D. MacGregor, vice- 
president; Mr. Reed, vice-president; Robert 
Ball, vice-president and art counsel; John 
C. Madden, vice-president; Alice M. Dar- 
ragh, secretary; and Charles T. Sweeney, 
assistant treasurer. 


TROWBRIDGE OPENS NEW OFFICE 


Alexander B. Trowbridge has opened an 
office in the Bowery Savings Bank Building, 
110 East 42nd street, New York, where 
he will offer an architectural consultation 
service, including advice in bank planning 
with special reference to vault construction. 


PRESIDENT MANHATTAN COMPANY 
THIRTY YEARS 


Stephen Baker, president of the Bank of 
The Manhattan Company, New York, com- 
pleted thirty consecutive years as head of 
that institution in December, last. 

Mr. Baker was born in Poughkeepsie, N. 
Y., August 12, 1859. He came to the Bank 
of The Manhattan Company in 1891 as 
vice-president and was elected president two 
years later. When he assumed the presi- 
dency the deposits of the bank amounted 
to $19,000,000. With each succeeding year 
the business of the bank mounted steadily 
and the lastest statement, as of November 
15, 1923, shows aggregate deposits over 
$200,000,000; capital, $10,000,000; surplus 
and undivided profits, $13,670,000. 

Much of Mr. Baker’s time and means 
have been devoted to charitable and re- 
ligious activities. He is president of St. 








2 el = S 
The new home of the Merchants National Bank, Asbury Park, N. J. 
This bank has been credited with possessing “‘ charm of architectural magnetism.’’ The interior is com- 
fortable—quiet, yet businesslike. Would you care to have brief details regarding it, 
or of other banks we have designed ? 


CLARENCE WILSON BRAZER, Architect, 1133 Broadway, New York 


Main banking room, Merchants National Bank, Asbury Park, N. J. 
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Luke’s Hospital; president of the United 
Charities; director of the New York City 
Mission Society and active in other kindred 
work. He trustee of Columbia Uni- 
versity and a trustee of the Bowery Savings 


is a 


STEPHEN BAKER 


President Bank of The Manhattan Company, N. Y., 
for thirty years 


Bank and Bankers Trust Company of New 
York. 

In March, 1920, the Bank of The Manhat- 
tan Company and the Merchants National 
Bank, as two of the oldest banking organ- 
izations of New York City, were consoli- 
dated. The bank now operates thirty 
branches and another will be opened shortly 
at Madison avenue and Forty-third street. 


MECHANICS AND METALS BRANCH 
IN NEW QUARTERS 


The Mechanies and Metals National Bank 
has opened its new banking quarters at 143 
West Vifty-seventh street, New York, hav- 
ing renoved its branch from Seventh ave- 
hue and Fifty-eighth street. ‘the bank’s 
new \ding is diagonally across from Car- 
negie ll. It is a six-story structure pat- 
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terned after the bank’s main office at 20 
Nassau street. 
JAMES L. PARSON 

The death on December 8 of James L. 
Parson, assistant vice-president of the 
Chemical National Bank, New York, brought 
to a close a very eventful career covering 
a period of nearly fifty years’ activity in 
the Chemical Bank. Starting as a runner 
on February 16, 1874, Mr. Parson moved 
on upward through the various departments 
of the bank, becoming assistant cashier in 
1898. He had looked forward to the centen- 
nial celebration of the Chemical Bank in 
1924, at which time he would celebrate his 
semi-centennial. Few men were more in- 
timately familiar than he with the business 
activities of the prominent old families of 
New York. 


PLAN TRUST COMPANIES BANQUET 
FOR FEBRUARY 14 


The annual banquet of the trust com- 
panies of the United States, held under the 
auspices of the Trust Company Division, 
American Bankers Association, will be held 
at the Commodore Hotel, New York, on 
February 14. It is expected that the limit 
of 1000 covers will be exhausted this year. 
The banquet is held in connection with the 
fifth midwinter Trust Companies Con- 
ference. 


NEW PROTECTIVE DEPARTMENT 
MANAGER, AMERICAN BANKERS 
ASSOCIATION 


The American Bankers Association an- 
nounces the appointment of James E. Baum 
of New York as manager of its protective 
department to succeed L. W. Gammon, re- 
signed. The protective department directs 
the association’s activities aimed at the pre- 
vention and investigation of crimes against 
banks and their employees. 

Mr. Baum comes to the American Bankers 
Association from the National Retail Dry 
Goods Association, of which he was field 
manager. After studying in the Wharton 
School of Finance of the University of Penn- 
sylvania, he spent nine years in auditing and 
organization work, specializing in public 
utilities and the petroleum industry. Four 
years of this time were spent in foreign 
fields. Mr. Baum was for some time en- 
gaged in the work of organizing the Inter- 
national Chamber of Commerce. 
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AMERICAN BANKERS ASSOCIATION 
ENDORSES MELLON PLAN 


Hearty endorsement of the proposal of 
Secretary of the Treasury Mellon for the 
revision of the Federal tax sechedules was 
adopted by the Administrative Committee 
of the American Bankers Association at a 
recent meeting. At the same time the com- 
mittee reiterated the association’s opposition 
to the proposed Federal soldiers’ bonus for 
able-bodied service men, although it favors 
full aid for the disabled. The committee de- 
cided to take active steps to enlist the sup- 
port of members of the association in favor 
of these policies, which were adopted at the 
suggestion of the Economic Policy Commis- 
sion. 

The committee also received an extended 
report from the Agricultural Commission 
of the Association and gave its hearty ap- 
proval to the work being conducted by this 
body to increase understanding and co- 
operation between banking and agriculture. 
Among the projects of the commission are 
the fostering of boys’ and girls’ clubs, the 
promotion of better systems of diversified 
farming, and the dissemination to bankers 
of information on economic conditions af- 
fecting the agricultural industry. The Ad- 
ministrative Committee approved the recom- 
mendation of the Agricultural Commission 
that it support legislation in Congress pro- 
viding increased funds for the agricultural 
experiment station. 


BANK’S EMPLOYEES FAVOR TAX 
CUT 


The New York Chapter of the American 
Institute of Banking, consisting of 5337 men 
and women employees, has announced its 
endorsement of Secretary Mellon’s tax- 
reduction program. 


NATIONAL CITY BANK 


Charles M. Mitchell, president of the 
National City Bank, New York, in comment- 
ing to the stockholders on the bank’s prog- 
ress during the last year, said that net 
profits for 1928 totaled $10,228,247—a gain 
of $519,453 over 1922. Earnings were equiv- 
alent to approximately $25.50 a share on the 
$40,000,000 capital stock. 

The profits, Mr. Mitchell said, were dis- 
tributed as follows: Dividends equivalent to 
16 per cent., $6,400,000; carried to contin- 
gency reserve, $2,210,152; undivided profits, 
$1,618,195 


NEW YORK 





“a f a2 % 
A Banking Service 


you can merchandise ! 


Thousands of banks all over 
the country are utilizing the 
business - building force of 
checks positively protected 
against fraudulent alteration. 


It is a new, broad step in 
bankingservice which appeals 
to your present or prospec- 
tive depositor in the most 
powerful way : a final assur- 
ance of safety for his check- 
ing transactions—minus the 
expense of bothersome, in- 
effective mechanical devices. 


It is the argument you have 
needed, in converting those 
“bank shy” folks who still 
prefer a sock—or at best the 
safety deposit box. 


It enables you to cash in on 
our “PAY BY CHECK” ad- 
vertising campaign—in The 
Saturday Evening Post, Liter- 
ary Digest, American Maga- 
zine, Forbes Magazine, Coun- 
try Gentleman, and other 
publications. 


It brings new deposits—holds 
present accounts more surely. 


Will you let us tell you how 
....andwhy? Write today. 


THE BANKERS SUPPLY COMPANY 


Largest manufacturers of bank checks 
in the world 


CHICAGO 
DALLAS 


SAN FRANCISCO 


ATLANTA DENVER 
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© unvdeRwoop & UNDERWOOD 


WILLIAM E. McGUIRK 


© unvERWoOD & UNDERWOOD 


PAUL PARTRIDGE 


JASPER A. CAMPBELL 


Director Vice-president Director 
New directors and vice-president, Gotham National Bank, New York 


GOTHAM NATIONAL BANK 
APPOINTMENTS 


The appointment of Paul Partridge as 
vice-president of the Gotham National Bank 
of New York has been announced by Henry 
H. Bizallion, president of the bank. Since 
1916 Mr. Patridge had been a national bank 
examiner, serving in Iowa and in northern 
and central Illinois. In 1921 he was trans- 
ferred to the Second Federal Reserve Bank 
with headquarters in New York. Mr. Part- 
ridge’s first banking connection was with 
the First National Bank of Effingham, IIL, 
which he entered as a clerk at the age of 16. 
While there, he filled every position in the 
bank, rising to be cashier, director and pre- 
siding officer. 

Announcement was also made of the elec- 
tion of two new directors to the board of 
the Gotham National Bank. They are Jasper 
Adams Campbell and William E. McGuirk. 

Mr. Campbell is a retired merchart, hav- 
ing been a member of the importing and 
manufacturing firm of Campbell, Metzger 
and Jacobson. He is at present actively in- 
terested in the real estate field, being presi- 
dent of the New Presada Corporation and 
president of the Central Park West and 
Columbus Avenue Association, among others. 

Mr. McGuirk is president of the Yellow 
Taxi Corporation. 


NEW CONTROL FOR SEVENTH 
AVENUE NATIONAL 


H. H. Revman and associates, having re- 
cently acquired control of the Seventh 


Avenue National Bank of New York, were 
elected directors at the annual meeting of 
stockholders recently held. Mr. Revman 
will be elected president by the new board. 


INTERNATIONAL ACCEPTANCE 
BANK, INC. 


The statement of condition of the In- 
ternational Acceptance Bank, Inc., of New 
York, as of December 31, shows total re- 
sources of $79,534,334, subscribed capital 
and surplus of $15,250,000, of which $10,- 
250,000 is paid in, undivided profits of $1, 
632,655, and due to banks and customers 
$28,186,825. 


THE CHASE NATIONAL BANK 


At the close of business on December 31, 
1923, the statement of condition of The 
Chase National Bank of the City of New 
York showed capital of $20,000,000, surplus 
and profits of $23,706,884, deposits of $437,- 
167,181, and total resources of $496,228,032. 


BROTHERHOOD OF LOCOMOTIVE 
ENGINEERS OPEN BANK 


With the opening of the new bank of 
the Brotherhood of Locomotive Engineers 
at Seventh avenue and Thirty-third street, 
New York, on December 29, Warren 5 
Stone, grand chief of the brotherhood, will 
have established the eighth of a chain of 
banks controlled by his organization 

The bank has a capital of $500,000 and 
a surplus of $250,000 paid in. The maxi- 
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mum dividend to be paid on the investment 
will be 10 per cent., and any remaining 
surplus will be divided among depositors. 
On checking accounts of more than $500, 
21/, per cent. will be paid on daily balances. 


EAST RIVER BANK INCREASES 
CAPITAL 


The East River National Bank, New York, 
has increased its capital stock from $1,- 
000,000 to $1,500,000 and its surplus from 
$600,000 to $1,100,000, according to a recent 
announcement. 


NEW A. I. B. CHAPTER FORMED 


The biggest forward step in the interest 
of banking in Paterson, N. J., was taken 
on December 17, at which time the Passaic 
County Chapter of the American Institute of 
Banking was organized. ‘The Chapter was 
formed at this time so that the first semester 
could be started by the middle of January. 


TWO BUFFALO BANKS TO MERGE 


Officials of the Lafayette National Bank 
and of the Buffalo Trust Company, both of 
Buffalo, N. Y., have announced the merger 
of these two banks. The merger will give 
the Buffalo Trust Company resources of 
$40,000,000. 


HAAS MADE DIRECTOR OF FIRST 
NATIONAL 


Harry J. Haas, vice-president of the First 
National Bank of Philadelphia, has been 
elected a member of the board of directors. 
Laurence H. Sanford, assistant cashier of 
the First National Bank, has resigned to 
become identified with the Congoleum Com- 
pany of Philadelphia. 


HARRIMAN MADE PRESIDENT OF 
FIDELITY 


At the annual meeting of the directors of 
The Fidelity Trust Company, Buffalo, N. Y., 
Lewis G. Harriman was elected president to 
succeed Clifford Hubbell who recently re- 
signed. George B. Macphail was promoted 

‘retary, and Frederic J. Federlein, 
rer. 
nnection with these elections, Frank- 


ALFRED C BOSSOM 


Bank architect of New York City, who has had the 
rare honor to be appointed a Fellow of the Royal 
Institute of British Architects “‘for distinguished 
eminence in the profession of architecture.”” During 
the last fifteen years this honor has been extended 
to but ten others who were not associates of the 
Institute. 


lin D. Lock, chairman of the board of di- 
rectors, stated: 

“Recent changes among the executive of- 
ficers indicate no change whatsoever in the 
policy of The Fidelity Trust Company. It 
will continue its operations along the same 
conservative lines as in the past, laying 
emphasis on the services which this trust 
company is particularly well equipped to 
render. 

“There has not been nor is there now 
any contemplation of a merger with any 
other financial institution.” 


NEGROES START BANK IN 
PHILADELPHIA 


A charter has been granted to the Citi- 
zens’ and Southern Bank & Trust Company 
of Philadelphia. It is said to be the first 
Pennsylvania state charter issued to a bank- 
ing institution conducted by negroes. 














The True Meaning of 
SIZE 


HE fact that The First Na- 
tional Bank of Bostonis the 
largest bank in New England is 


significant. The rank of frst in 


size has been attained by 140 
years of persistent and aggres- 
sive eftort to be FIRST in wise 
and expert helpfulness to all of 
our customers all of the time. 


™ BIRST 


NATIONAL BANK of 
BOSTON 


1784 3 3 924 





Main Orrice, 70 FEDERAL STREET 


Eight Boston Branches 


Foreign Branches 


Buenos AIres Havana 


London ‘Representative 


GresuaM House, 24, Otp Broan Street 
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New England States 


Comprising Maine, New Hampshire, Vermont, Massachusetts, Connecticut 
and Rhode Island 


























ECONOMIC CONDITIONS IN THE 
NEW ENGLAND STATES 


EW England’s major industries have 

made satisfactory progress during the 
past month. Curtailment of production in 
the cotton mills is less pronounced than it 
was, and while the chaotic state of the raw 
cotton market has unsettled the mills, the 
steady flow of small orders for finished 
goods has called for a higher rate of pro- 
duction than was deemed probable a short 
time The mills 
are busy and are slowly increasing their 
All through the textile industry 
fears of a period of unemployment are les- 


ago. woolen and worsted 


output. 


sening. 

Shoe manufacturers are closing the year 
with a better volume of business than seemed 
possible when the opened. Labor 
troubles in Lynn have been settled and at 
this writing threatened trouble in Haver- 
hill, Mass., will probably be avoided. Shoe 
retailers are finding a steady demand for 
medium-priced shoes and are ordering free- 
ly. The leather industry is somewhat de- 
pressed. Export demand is lacking and 
prices for many grades of leather are down 
to pre-war levels. Buying is in small lots 
for ihe most part and manufacturers find it 
hard to turn a profit. 

Hardware and tool manufacturers were 
threatened a few weeks ago with rather 
heavy stocks of goods on their hands on ac- 
count of the curtailing of the summer build- 
ing movement. The sudden reawakening of 
the building industry, however, bids fair to 
absor)) all surplus and manufacturers are 
Viewing the outlook for the new year more 
optimistically than they were a few weeks 


ago, 


year 


tetail stores report a heavy holiday trade. 
Collections have improved and losses on bad 
‘ccounts are low. There is a plentiful sup- 
ids, but commercial borrowing is 
normal. The demand for mort- 
ey is fairly heavy but is still far 
ting the supply. Rates on first 
gages in the larger centers range 
5, per cent. 
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Real estate is exceptionally active, but 
there has been quite a change in the general 
complexion of the business. Factory prop- 
erty which was long inactive is now a de- 
cided factor in the market. In the larger 
centers there are signs of over-production of 
two and three family houses, but there is a 
strong demand for small single houses and 
also for city apartments. Rents for busi- 
ness property are still rising, but the rate 
of advance has been materially checked by 
the recent completion of several large office 
buildings. Rents for two and three apart- 
ment houses have dropped rather sharply. 

Karly in November, following a drastic 
cut in lumber prices, the building boom 
which had flattened out in the summer, came 
to life again, and this section is now seeing 
one of the busiest winter building seasons it 
ever known. Building materials are 
from 10 to 15 per cent. lower than they 
were a year ago, and while labor scales have 
not come down, there is a more plentiful 
supply of really efficient labor. 


& 


has 


BRIDGEPORT BANKS CUT SAVINGS 
RATE 


Nine commercial banks, national banks 
trust companies of Bridgeport and 
Fairfield, Conn., have announced a reduction 
in the rate of interest paid on savings de- 
posits, effective beginning January 1, from 
41, per cent. to 4 per cent. Decline in 
yields on investment bonds from which bank 
revenue is largely obtained was the reason 
given for the action taken, which reverses 
an increase of 14 per cent. made a 
year ago. Savings banks have not become 
parties to the reduction as yet. 


and 


W. IRVING BULLARD NAMED 
BANKING ADVISER 


W. Irving Bullard, vice-president of the 
Merchants National Bank of Boston and 
treasurer of the National Association of 
Cotton Manufacturers, has accepted an ap- 
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NEW ENGLAND hiys liberally = 


ITH manufacturing her main occupation, and the whole world 

as her market, New England is a heavy buyer. Immense quanti- 
ties of raw materials and supplies must be brought in to keep factories 
producing for a consumption many times larger than the liberal needs 
of New England’s own prosperous population. 


New England welcomes those who have worthy goods to offer. 
The National Shawmut Bank offers unusual facilities for bringing 
shippers closer to this market. Reports can be furnished on trade re- 
quirements, credits, price tendencies or matters of special interest. 


The details of insurance, temporary warehousing, collections and 
remittances can be entrusted to us with confidence that they will be 
looked after as promptly and thoroughly as though your own branch 
office were here acting for you. 

“The bank that is closest to the 
heart of New England’s industry.” 


THE NATIONAL SHAWMUT BANK of BOSTON 








than on the main floor. 
such conditions. 
be made ideal working spaces. 


request. 








GERDES 
To Bank Executives— 
Mezzanines cause sickness and inefficiency ! 


Heated air rises and the temperature on mezzanines is about ten degrees higher 
No one can do effective work and remain well under 
The abnormal condition should be corrected and mezzanines 


Gerdes Electric Window Ventilators and Ventilating Systems cause uniform 
temperature to prevail from floor to ceiling. 


healthful atmosphere by the continuous diffusion of unheated fresh air. 


The smaller self-contained electric window ventilators can be installed anywhere 
on approval or to demonstrate the effectiveness of the Gerdes Method. 


A booklet listing installations in banks and giving references will be sent on 


Theodore R. N. Gerdes, M. E. 


Engineer. Manufacturer, Contractor 


105-107 Bank Street, New York City 


Telephone Watkins 1808 


GERRES 





They also maintain a pure and 

















pointment as banking adviser to the Asso- 
ciated Industries of Massachusetts. He suc- 
ceeds Clifton H. Dwinnell, vice-president of 
the First National Bank of Boston, who 
remains on the committee on finance and 
banking of the Associated Industries. 


SPRINGFIELD FEDERAL LAND 
BANK CLOSES 208 LOANS 


Gross loans totaling 208 in number and 
735,600 in value, were closed by the Spring- 
field Federal Land Bank, Springfield, Mass., 
last month. The Springfield bank serves the 
six New England States. 


ATLAS TRUST COMPANY JOINS 
NATIONAL SYSTEM 


At a special meeting, the stockholders of 
the Atlas Trust Company of Springfield, 
Mass., approved the necessary steps for con- 
version of the trust company from a state to 
4 national institution. 

HUB TRUST COMPANY OF BOSTON 
CHANGES NAME 


On ecember 3 the stockholders of the 
Hub “rust Company of Boston adopted the 
chans. of name of that institution to the 


Bank of Commerce and Trust Company. 
The company recently took action toward 
increasing its capital from $500,000 to $600,- 
000. This will not, however, become opera- 
tive until next April. 


EDWARD A. HAVENS ELECTED 
ACTING CASHIER 


The directors of the Mechanics Nationa 
Bank of Providence, R. I., at a meeting on 
December 10 elected Edward A. Havens to 
the position of acting cashier in place of 
H. Edward Thurston, deceased. 


COMMERCIAL BANK AND TRUST 
COMPANY OF BRIDGEPORT 
IN NEW HOME 


The new banking home of the Commer- 
cial Bank and Trust Company of Bridge- 
port, Conn., was opened recently. It is lo- 
cated at 1828-1334 Main street, Bridgeport. 


BROTHERHOOD BANK TO OPEN 
IN BOSTON 


F. S. Evans, special representative of the 
Brotherhood of Locomotive Engineers, has 
announced that the union will open a bank 
in Boston on February 1. 





At the annual meeting of the Industrial Trust 
Company, held Tuesday, January 15, 1924, the 
following Directors and Officers were elected: 


Board 
of Directors 


Joshua M. Addeman 
H. Martin Brown 
Eben N. Littlefield 
Ezra Dixon 

Lyman B. Goff 
Samuel M. Nicholson 
James R. MacColl 
Harold J. Gross 

R. Livingston Beeckman 
Walter S. Ballou 
James M Pendleton 
Everett I. Rogers 
Erling C. Ostby 
John S. Holbrook 
Edward H. Rathbun 
Henry A. Hoffman 
Alfred M. Coats 
Edward B. Aldrich 
Florrimon M. Howe 
Frederic W. Howe 
Walter F. Angell 
Frederick L. Jenckes 
LeBaron B. Colt 
James H. Higgins 
George L. Shepley 
Harry Parsons Cross 
George M. Parks 
Paul C. Nicholson 
Charles O. Read 
Andrew E. Jencks 
Herbert G. Beede 
Joseph B. McIntyre 
Joseph W. Freeman 
Howard J. Greene 
Forrest W. Taylor 
Webster Knight 
George W. Gardiner 


Officers 


SaMUEL M. NicuHotson, Chairman of Board of Directors 
H. Martin Brown, V-Chairman of Board of Directors 
FLorrimon M. Howe, President 


Joshua M. Addeman, Vice-Pres. 
George W. Gardiner, Vice-Pres. 
Eben N. Littlefield, Vice-Pres. 
James R. MacColl, Vice-Pres. 
Ward E. Smith, Vice-Pres. 
Henry B. Congdon, Vice-Pres. 
William G. Roelker, Vice-Pres. 
Howard W. Fitz, Vice-Pres. 
Chester R. Martin, Treas. 
Harry C. Owen, Sec’y 

Ellery Holbrook, Ass’t Treas. 
Earl S. Crawford, Ass’t Sec’y 
Clyde A. Rines. Ass’t Sec’y 


Carlton E. Taft . 


Bond Department 


Elmer F. Seabury, Vice-Pres. and Mgr. 
Nicholas E. Carr, Ass’t Sec’y 


Trust Department 
J. Cunliffe Bullock, Vice-Pres. 
and Trust Officer 
Henry C. Jackson, Trust Officer 
William Metcalfe, Ass’t Trust Officer 
Everett S. Hartwell, Ass’t Trust Officer 
Clayton D. Sheldon, Ass’t Trust Officer 


Foreign Department 


W. Granville Meader, Vice-Pres. 
and Mgr. 
Felix Ferraris, Ass’t Mgr. 


Auditor 





Statement of Condition at the Close 
of Business, December 31st, 1923 


RESOURCES 


United States Government Securities 


Loans and Discounts . 
Real Estate Mortgages 


Bonds, Stocks and Short Term Notes . 


Banking Houses 


Customers’ Liability Account under 
Commercial Credits, etc., Issued 
$8, 759,075.36 


Call Loans . ‘ 

Due from Banks, Bankers 
and U. S. Treasurer 

Cash : « @ 


. $30,109,911.59 
. 27,589,670. 18 
. « -:14,018.861.97 
21,056,014. 74 
1,986,980. 00 


893,760.00 


9,053,299.58 
3,243,238.04  21,055,612.99 





$116,710,811.47 


LIABILITIES 


Capital 


Surplus, Undivided Profits and ‘Reserves 
Reserved for Interest, Taxes, etc. 
Commercial Letters of Credit, etc., Issued 


Deposits 


$4,000, 000.00 
8,503,850.97 
1,272,206.18 
893,760.00 
» «  « 102,040,994. 32 


$116,710, 811.47 


INDUSTRIAL TRUST COMPANY 


Member of Federal Reserve System 


Providence 
Westerly Pascoag 


Pawtucket 


Newport 


Woonsocket Bristol 
Warren Wickford 


E. Providence 


Main Office: Providence, Rhode Island 
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Southern States 


Comprising the District of Columbia, Maryland, Virginia, West Virginia, 
North Carolina, South Carolina, Georgia, Florida, Alabama, Missis- 
sippi, Louisiana, Texas, Arkansas, Kentucky and Tennessee 























KCONOMIC CONDITIONS IN THE 
SOUTHERN STATES 


By Tuomas Ewine DaBney 


Bente remarkable and rapid ad- 
vance in price has been the dominant 
economic factor in the South during the past 
month. ‘The crop is so much shorter than 
the world demand that quotations shot up- 
ward with dizzying rapidity. This has been 
fine for the folks who have some cotton. 
But for those who haven’t—and most of 
them haven’t—it has been a meaningless 
gesture. An unduly high price is a symptom 
of calamity. 

The cotton situation seems to have pro- 
its own antidote. This is the Na- 
tional Boll Weevil Control Association, re- 
cently organized in New Orleans, after a 
general meeting held the month before in 


vided 


which it was pointed out that the pest was 
not only destroying the productivity of some 
of the finest cotton lands in the South but 


was also sending prices to such a height 
that other sections of the world would be 
encouraged to develop cotton, and once they 
have a start they will be able to undersell the 
United States, because of labor and other 
advantages they have over us. The purpose 
of the association was not baldly stated in 
these terms; but though it is intended to 
increase the production of cotton by reduc- 
ing the ravages of the boll weevil, the effect 
of this cause will be to reduce the price, and 
this reduction will mean more money in the 
pockets of the farmers, and more turned 
loose in the general channels of trade. 
General business will average for the year 
1923 about 15 per cent. better than for the 
year 1922. This is a safe forecast to make 
December has been torn from the 
dar, because the condition now is stable 
ioving steadily in the direction in which 
been headed since the Government’s 
d estimates of the cotton crop were 


before 


average improvement in retail trade 
sixth Federal Reserve Bank district 
ber was 15.4 per cent., compared with 
ue month last year. Chattanooga led 


the race, with an improvement of 31.7 per 
cent.; Birmingham second, 26.3 per cent.; 
Atlanta third, 14.2 per cent.; Savannah 12.4 
per cent.; New Orleans 11.3 per cent.; Jack- 
son 9.9 per cent.; Nashville 8.1 per cent.; 
other cities 15.5 per cent. New Orleans 
stores report the most favorable compari- 
son since last March. The district average 
increase is larger than for any month since 
June. The same rate of advance, judging 
from informal figures, was maintained in 
November, with December showing an im- 
provement. So the 15 per cent. average for 
the year may be considered conservative. 

The rate of turnover, as indicated by the 
relation of stocks to sales during the past 
four months, improved from a fraction less 
than 2.1 times per year at the close of Sep- 
tember, to about 2.3 times per year at the 
end of October. 

The wholesale business continues on a 
healthier basis than it was this time last 
year. In dry goods, drugs and farm imple- 
ments, there were decreases in October, com- 
pared with September, but the recessions 
were very slight. Compared with last year 
these lines showed a good increase. Gro- 
ceries were 10.5 per cent. better in October 
than in September; hardware 15.5 per cent. 
better; furniture 22.4; shoes 12.5; station- 
ery 4. 

Jacksonville led the district in the im- 
provement in wholesale groceries, with New 
Orleans a close second and Meridian third. 
New Orleans showed the least falling off in 
drygoods, with Atlanta second and Mont- 
gomery third. Jacksonville led in hardware, 
followed by New Orleans and Nashville. In 
furniture it was Chattanooga, Atlanta and 
Nashville. 

Banks in the section report an increase 
in loans and discounts. The increasing de- 
mand upon the banks is reflected in an in- 
crease of $8,000,000 in the amount of ac- 
commodation at the Federal Reserve Bank 
reported by the thirty-nine member banks 
from October 3 to November 7, and in an 
increase of more than $3,000,000 in the 
amount of bills held by the Federal Reserve 
Bank between October 10 and November 14. 
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ADRIAN H. MULLER & SON 


55 WILLIAM STREET, Corner of Pine Street, NEW YORK 


AUCTIONEERS 


The Business of Banks, Bankers, Investors and Dealers in Securities 
generally, receives prompt and careful attention. 


STOCKS AND BONDS AT AUCTION 


REGULAR AUCTION SALES OF ALL CLASSES OF STOCKS AND BONDS 
EVERY WEDNESDAY 


Real Estate at Public and Private Sale 


Prompt Returns on all business entrusted to us 








Savings deposits at the end of October 
were .4 per cent. better than at the end of 
September, but 14.3 per cent. better than at 
the end of October of 1922. Atlanta led in 
the improvement compared with last year— 
24.9 per cent; Nashville second, 20.8 per 
cent.; New Orleans third, 17.5 per cent. 

The lumber industry in the South, while 
at present in a period of seasonal blackness, 
is on a strong basis, with no sign of price 
reductions or decreased demand. The sec- 
tion is just waiting for the new year to take 
up its interrupted building program. 

In the rice district, the season has been 
something of a disappointment, but the sit- 
uation could have been so much worse that 
there is not much lamentation. Stocks are 
now very low and the industry expects a 
good year in 1924. The sugar production 
of Louisiana will be considerably below last 
year’s crop, but the price is extremely favor- 
able. 

The shrimp industry of the gulf coast, 


Bank of Charleston 


National Banking Association 


Charleston, 3. C. 


Established 1834 








The Bank of Charleston succeeded 
to business of liquidating branch 
Bank of the United States. 


Capital and Surplus . $1,500,000.00 
Resources . . . $12,500,000.00 

















which supplies 90 per cent. of the demand 
in this country, will have a smaller output 
this year than last, but the value of the 1924 
pack will be greater than the 1923. This 
is not due to the law of supply and demand 
as commonly manifested. It is due to a 
general improvement in the shrimp market, 
which enables the producers to sell at a 
profit whereas formerly—be the pack large 
or small—they frequently sold at a loss. 


CONVENTION DATES 


Executive Council, A. B. A.—at Augusta, 
Ga., April 28-May 1. 

Mississippi—at Columbus, May 6-7. 

Texas—at Austin, May 6-8. 

North Carolina—at Asheville, June 4-6. 

American Institute of Banking—at Balti- 
more, June 15-18. 


AMERICAN BANKERS ASSOCIATION 
ESTABLISHES SCHOLARSHIP 


The establishment of the American Bank- 
ers Association Scholarship in the Lowry 
School of Banking and Commerce in Ogle- 
thrope University, Atlanta, Georgia, has 
been announced by F. N. Shepherd, execu- 
tive manager of the association. Mr. Shep- 
herd, in communicating the conditions of 
the scholarship to Edgar Watkins, chairman 
of the board of trustees of the university, 
stated that it was established in memory 
of Robert J. Lowry, president of the asso- 
ciation in 1896, and in recognition of the 
$200,000 fund given by his widow, creating 
the Robert J. and Emma Markham Iowry 
School of Banking and Commerce. Mr. 
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THE FIRST NATIONAL BANK 
OF RICHMOND, VIRGINIA 


with 
EXPERIENCE — Over 


STRENGTH — Capital and Surplus 


OFFICERS—Experienced, capable and 


invites your business 


Resources over $30,000,000 


fifty - eight 


years 


$4,000,000.00 


well versed on conditions 
and credits thruout this 
territory : 


JOHN M. MILLER, JR. 
President 














Lowry was president of the Lowry Banking 
Company, Atlanta, Georgia. 

The terms of the scholarship provide that 
it is to he awarded by the faculty of the 
school of banking and commerce to a mer- 
itorious student who is planning to specialize 
in courses relating to banking and finance. 
Preference is to be given to a student who 
has had some practical experience in bank- 
ing and who has taken courses given by the 
American Institute of Banking. Considera- 
tion is to be given to the previous scholastic 
record of the student and to his financial 
needs. The scholarship is for the academic 
year 1924-25, with a stipend of $300. 

Oglethorpe University is to call the 
scholarship to the attention of every chapter 
of the American Institute of Banking, and 
also of colleges and universities and such 
other bodies as would be interested. 


HIKERNIA BANK EMPLOYEES WIN 
PROMOTION 


In addition to paying all of its employees 
the regular quarterly bonus dividend on their 
annual salaries, the board of directors of the 
Hibernia Bank & Trust Company, New 


Orleans, gave a most pleasant Christmas 
surprise to four of its officers and employees 
by announcing their promotions, authorized 
at the regular December meeting of the 
board. 

Benjamin Roach, heretofore head discount 
teller, and Irving S. Edell, heretofore chief 
clerk of the bank, were both elected assist- 
ant cashiers. Robert F. Schwaner, former 
manager of the transit department, was 
made chief clerk to fill the vacancy created 
by the promotion of Mr. Edell, and W. 
Wilbur Pope was appointed manager of 
the credit department. 

Each of these changes represents a distinct 
promotion given in recognition of long 
service and good work faithfully and con- 
sistently performed. It is a source of great 
gratification to the bank that the positions 
could be filled from the ranks of their 
employees, rather than from the outside. 


SAVINGS DEPOSITS ON INCREASE 


According to statistics furnished by 889 
banks distributed throughout the United 
States, savings deposits increased nearly 
one-half of 1 per cent. between November 
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THE BANKERS MAGAZINE 


| Audits at‘Syctenes 


for Banks 


Our, specialty is con- 
ducting | efficient and 
thorough bank and com- 
mercial audits, and the 
installation of account- 
ing systems for banks, 
trust companies, and 
foreign exchange de- 
partments. 


McArdle, 


1 and December 1, 1923, and 10 per cent. 
between December 1, 1922, and December 1, 
1923, about the same percentages of in- 
crease as were shown by November 1 
statistics compared with those of the pre- 


vious month and year. The total deposits 
reported amounted to $6,776,859,000 on 
December 1, 1923, to $6,746,089,000 on 
November 1, 1923, and to $6,158,540,000 on 
December 1, 1922, according to a Federal 
Reserve compilation. 


SEEKS INTEREST CHARGE ON 
RESERVE BANK FUNDS 


All balances carried in Federal Reserve 
Banks by member banks would be subject 
to a 2 per cent. rate of interest under the 
terms of a bill recently introduced in the 
House of Representatives by Representative 
Fulmer of South Carolina. 

“This bill, if passed, will have a tendency 
to create a better feeling on the part of 
member banks toward Reserve Banks and 
be an incentive to other banks to enter the 
system,” said Mr. Fulmer. 


TWO ATLANTA BANKS TO MERGE 

Plans for the consolidation of the Atlanta 
National Bank and the Lowry Bank and 
Trust Company of Atlanta, Ga., which, it is 
asserted, will result in the formation of the 
greatest single financial institution in the 
South, have been tentatively announced. 
The combined capital and surplus of the 
new institution will be $10,000,000. 


EL PASO BANK MERGER 


The Manhattan Bank and Trust Com- 
pany of El Paso, Tex., will be absorbed by 
the First National Bank of that city, accord- 
ing to announcement by W. C. Hayden, 
president of the Manhattan Bank. 





A good Paper Fastener is a Banking Necessity 











The “Challenge” Eyelet Press 


will answer every requirement in this line. A single 
stroke of the handle back and forward drives the eyelet 
thru the material and firmly heads it over. Without 
additional attachment, the machine removes the eyelet 
or will convert it into the common hollow-headed style 
for inserting sealing ribbon. Two sizes: 


No. 1. (capacity 50 sheets bond) $10.00 Deliv’d. 
No. 2. - 90 ” - 30.00 - 


Send for Catalogue 
' Edw. L. Sibley Mfg. Co. Inc., Bennington, Vermont 
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Middle States 


Comprising Ohio, Indiana, Illinois, Michigan, Wisconsin, Minnesota, 
Iowa and Missouri 























ECONOMIC CONDITIONS IN THE 
MIDDLE STATES 


By Cuarites L. Hays 


rfHE turn toward ease in the money 
pot usual about’ this season, has 
made its appearance this year several weeks 
earlier than common. This is due in part 
to slackening of the borrowing demand and 
in part to the advanced stage of liquidation 
in the agricultural districts compared with 
recent years. Rediscounts at the Federal 
Reserve Bank had a sharp but temporary 
upturn in the first week of December, due 
to the distribution of funds in connection 
with Christmas clubs, but since then have 
resumed their downward course and are very 
moderate for this time of year. The bank’s 
reserve ratio hovers around 80 per cent. 
Commercial paper is finding a fair outlet 
to interior banks, but the city institutions 
are virtually out of the market. Rates are 
5 to 54% per cent., with the bulk of the 
business at the lower figures. bank loans 
as a rule are at 5 to 514 per cent. 

Business is going ahead in good volume, 
but with no great activity in any quarter. 
This conservatism on the part of both buyers 
and producers is regarded as wholesome by 
most observers. Stocks are in healthy con- 
dition, and aside from a little flurry in cot- 
ton textiles when the raw material was 
around the peak, no disposition to make 
cominitments in excess of the requirements 
of the immediate future has been noticed. 
The weather all through the fall has been 
unusually mild, which has held in check 
the seasonal demand for winter clothing. 
This restriction has been felt considerably 
by the department stores and large mail 


order houses in the last month or so, but 
now the loss has been more than offset by 


in holiday goods of all kinds. 
nas buying was on a liberal scale, 
thout suggestion of extravagance. 
. fancy goods, toys and gift articles 
variety have been in good demand. 
nent conditions are good, prices of 
ind livestock are more acceptable 
v have been for some time, and the 


public is well supplied with funds. Pros- 
perous conditions generally have been re- 
flected in an unusually large attendance at 
the annual livestock show, in the expendi- 
tures of thousands of visitors to this ex- 
position and in their comment on the situa- 
tion at home and the outlook for the future. 
There has been heavy marketing from herds 
and graneries and the proceeds are finding 
their way rapidly back into trade channels. 

Wholesale business is running a little 
ahead of that at the corresponding time last 
year, but not so much so as a few months 
ago. Cottons, woolens and silks are higher, 
but the advances made in adjustment to 
raw material prices have not been great 
enough to affect buying noticeably. The 
mail order houses closed the year with a 
substantial gain in sales over 1922, but the 
increase for the last two months of the 
year was considerably less than that in the 
earlier part of the twelvemonth. 

Steel plants of the district are operating 
at 75 to 80 per cent. of capacity, which is 
a reduction of 5 to 10 per cent. from the 
activity of a few months ago. Buying has 
slackened considerably and there has been 
a gradual cutting into bookings for several 
months. Toward the end of the year there 
has been a marked revival of inquiries from 
consumers, but it is significant that many 
of these have in contemplation business at 
price concessions. As a rule the mills have 
held out for current schedules on bars, 
shapes and plates and a substantial amount 
of material is being booked on this basis, 
but in some cases buying has been deferred. 
About 20,000 railroad cars are being figured 
on, automobile manufacturers are contract- 
ing for sheets and bars in large quantities 
and the demand for structural materials 
is improving. These indications, together 
with the greatly increased activity in the 
pig iron market in the last month or so, lead 
to the hope on the part of manufacturers 
for a continuation of good business well into 
the new year. Pig iron is steady at $23 to 
$24 a ton, and recently there have been 
advances of 50 cents to $1 in the prices of 
materials, 


scrap indicating confidence on 
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Three Days Regularly Saved 


on Collections 


One of our correspondent banks several hundred miles from Chicago 
found the drafts of a customer running into excessive amounts. Its 
officers referred the problem to us. 


Finding that collection time was averaging six to nine days, in connec- 
tion with a customer’s regular shipments from his own town to 
New York City, we worked out a plan which reduced collection 
time to three or four days average, doubled the turnover and reduced 
the amount of the customer’s drafts outstanding by half. 


THE IMPORTANCE OF TIME as a factor in your bank’s profits can 
scarcely be over-estimated. The services of this Bank, with its network of 
selected correspondents and private wire facilities built up over a period of 
half a century, are concentrated upon the saving of time in financial matters. 


UNION TRUST COMPANY 
CHICAGO 





the part of manufacturers in prospective 
business. 

Mild fall weather has kept building opera- 
tions going ahead at an unusually active 
rate. Permits issued in Chicago in Novem- 
ber totaled 1586, involving an expenditure 
of $27,130,550, as against 1131 permits call- 
ing for an outlay of $20,443,000 for the 
corresponding month last year, an increase 
of 32.71 per cent. In the first eleven months 
of 1923 permits were issued for 14,058 
buildings, to cost $301,746,000, compared 
with 11,775 permits involving an expendi- 
ture of $193,388,800 for the corresponding 
part of 1922, an increase of 56.03 per cent. 
So far this year accommodations have been 
provided for 30,015 families through the 
issuance of permits, but this large addition 
to living quarters has not yet caused any 
material reduction in rents. 


CONVENTION DATES 
Missouri—at Kansas City, May 20-21. 
Illinois—at Chicago, September 29-30, 

October 1-2. 


American Bankers Association—at Chi- 
cago, September 29-October 2. 
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REPUBLIC-NATIONAL CITY, 
CHICAGO, MERGER 


The National Bank of the Republic and 
the National City Bank of Chicago will 
merge under the name of the National Bank 
of the Republic, the consolidation to take 
effect when the former moves into its new 
home—the Corn Exchange National Bank 
building, northwest corner La Salle and 
Adams street—which it is thought will be 
about July 1, 1924. 

The capital stock will be $4,000,000; total 
deposits, approximately $70,000,000 ; surplus 
and undivided profits, $2,000,000, while the 
total assets approximately will be $85,000,- 
000. The assets of each bank will be care- 
fully appraised and the consolidated bank 
will take these assets over at their ap- 
praised value. 

John A. Lynch, president of the present 
National Bank of the Republic, will be the 
chairman of the board of directors, while 
David R. Forgan, president of the National 
City, and George Woodruff, vice-president 
of the present National Bank of the Repub- 
lic, will be the vice-chairman. Hugo Otte, 
vice-president of the National City, will 
be the president of the merged institution. 
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_ COMMERCIAL PAPER 
BANK ACCEPTANCES 


purchased on request for our correspondent banks. 


The services of our Banks and Bankers Department 
and the advice of the Officers in charge of it are at 
| the disposal of our correspondents. 





of (CHICAGO | 








S. P. JOHNSON, Ass’t Cashier 


DAVID R. FORGAN, President 


Banks and Bankers Department 
FRED A. CRANDALL, Vice President 


- Tze NATIONAL GiTY BANK 


R. V. KELLEY, Ass’t Cashier 





























The rank and duties of the other officers 
will be determined by a committee to be 
appointed by both banks. All of the di- 
rectors of both institutions will be retained. 

After the appraisers shall have deter- 
mined the value of the assets the excess 
over the amount necessary for each institu- 
tion to contribute to the capital, surplus 
and undivided profits, and the various usual 
reserve funds, will be paid as a special 
cash dividend to the stockholders of each 
respective bank. 

The bank will persue a broad and generous 
policy. Among other things liberal pro- 
visions will be made for the pension fund 
in order that officers and employees may 
enjoy the advantages of liberal pensions 
upon their retirement from service. 

The deposits of the National Bank of the 
Republic on the occasion of the call of 
September 14, were $35,166,412, and the 
Savings deposits, $2,508,351. The loans and 
discounts were $25,527,690. The deposits of 
the National City were $80,944,430; savnigs 
deposits, $8,057,245; loans and discounts, 
$25,282,264. 

The unified banks have many friends, and 
when the consolidation is completed they 


will occupy fifth place among the big banks 
of the city and will be an aggressive factor 
in the banking business in Chicago. The 
deposits of the Continental and Commercial 
banks were on the occasion of the last call, 
440,500,000; Illinois Merchants Bank in- 
cluding the Corn Exchange National, $323,- 
000,000; First National and First Trust and 
Savings Bank, $298,764,000; and the Central 
Trust, $72,200,000. 

The new home of the bank will be in the 
handsome seventeen-story bank and office 
building, northwest corner of La Salle and 
Adams, 188x75, now occupied by the Corn 
Exchange National Bank, which the 
National Bank of the Republic purchased 
from the Fort Dearborn banks in April 
for $2,773,250. The Corn Exchange will 
move over to the Illinois Merchants Bank in 
June, it is thought. 


UNION TRUST COMPANY, CHICAGO 


The net earnings of the Union Trust Com- 
pany, Chicago, for the year 1928 amounted 
to $834,000. This is 41.7 per cent. of the 
capital, and 16.7 per cent of the capital 
and surplus combined. 
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+ In a letter addressed to the patrons of 
the bank, Frederick H. Rawson, president, 
states: 

“Without consolidation or merger, we 
have, during the twenty-one years in our 
present location, grown from $5,000,000 to 
more than $55,000,000 in deposits, reaching 
a new high mark in 1923. And now through 
the generous commendation of our 60,000 
customers, we find our services extending 
to a constantly growing circle of depositors 
whose patronage has again made necessary 
a farsighted provision for enlarged banking 
facilities.” 

With regard to general business prob- 
lems for 1924, Mr. Rawson stated in a 
recent interview: 

“The outlook for 1924 is good if common 
sense possesses the American people. The 
fundamentals are all favorable, the unfavor- 
able aspects can be controlled by the crea- 
tion of a strong public sentiment against 
the ruthless application of political expedi- 
problems of the 


ency to the economic 


country.” 


COMMERCE TRUST PURCHASES 
CONTINENTAL NATIONAL 


The purchase of the Continental National 
Bank and Trust Company of -Kansas City, 
Mo., by the Commerce Trust Company, 
effected December 8, makes Tenth street of 
Kansas City the Wall Street of the South- 
Through this consolidation the re- 
sources of Commerce Trust Company, 
already in excess of $100,000,000, are in- 
There are now four- 


west. 


creased by $5,500,000. 
teen financial institutions on this street. 

Banking circles have this 
absorption only a matter of time, since the 
owners of a majority of the Continental 
stock more than a year ago became sub- 
stantial shareholders in the Commerce ‘Trust 
Company. The Continental National Bank 
was regarded generally as one of the 
strongest medium sized banks in Kansas 
City, and the consolidation was agreed upon 
as most beneficial to patrons and to the 
bank itself. 

A. F. Adams, chairman of the board of 
Commerce Trust Company, is president of 
Theodore Gary and Company, controlling 
the manufacture of automatic telephone 
equipment. W. S. McLucas, president of 
Commerce Trust, was for more than a year 
vice-president of the National City Bank 
of New York, returning to Kansas City in 
1922 to accept his present position. 


considered 
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SECURITY TRUST COMPANY 
CHANGES 


At the first meeting of the new board of 
directors of the Security Trust Company, 
Detroit, Mich., held on December 13, J ames 
S. Holden elected chairman of the 
board of directors and Albert E. Green was 
elected president, succeeding the late 
Charles C. Jenks. 

Mr. Holden is president of the James §. 
Holden Company, a director of the Wayne 
County and Home Savings Bank and of the 


was 











ALBERT E. GREEN 
President Security Trust Company, Detroit 


Standard Accident Company, and has wide 
interests in many other enterprises. 

Mr. Green became with the 
Security in 1910 as assistant secretary. In 
1912 he 
in 1915 was promoted to the position of 
Previous to 


associated 
was made secretary-treasurer, and 


vice-president and secretary. 
coming to Detroit, Mr. Green practised law 
and later was a member of the legal staff 
of the Cleveland.Trust Company of Cleve- 
land, Ohio. His election to the presidency 
was a popular one and the promotion well 
deserved, for his energy and_ personality 
have been important factors in the growth 
of the company. 

The company has had a successful year 
and is planning to start early in 1924 the 
erection of its new building, which will be 
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located on part of the present site of the 
McGraw Building. 


SEXTON JOINS REED COMPANY 


J. I. Sexton has become associated with 
P. M. Reed and Banker Associates, Chicago. 
Mr. Sexton has had sixteen years. experi- 
ence in financial advertising. 


FOX RETIRES FROM CENTRAL 
SAVINGS 

Harry J. Fox, has announced his retire- 
ment from active banking work, and as 
president of the Central Savings Bank of 
Detroit. In January 1900 Mr. Fox was 
elected a director and cashier of the Central 
Savings Bank, later becoming vice-president, 
and then president. During his connection 
with the bank deposits have multiplied fifty 
times. 


DETROIT BANK ADDS TO SURPLUS 


Directors of the Peoples State Bank of 
Detroit, at a recent meeting, voted to place 
that institution on a dividend basis of 20 
per cent. per annum, payable at the quar- 
terly rate of 5 per cent. For the last two 
years, stockholders of the Peoples State 
Bank have been receiving 16 per cent. a 
year, and prior to the adoption of that 
rate, the bank for a number of years paid 
12 per cent. per annum. 

The first quarterly payment at the 5 per 
cent. rate was made December 31 to stock- 
holders of record on that date. 

At the same meeting the directors also 
authorized the transfer of 1,000,000 from 
undivided profits account to surplus. This 
operation gives the bank capital stock of 
$5,000,000 with surplus of $10,000,000 and a 
substantial balance in undivided profits. 

“The growth of the bank has become so 
expansive as to make it desirable to take 
the action approved by the directors,” said 
President John W. Staley. 

\mong some 30,000 banking institutions in 
the United States, the Peoples State Bank 
of Detroit now ranks twenty-fourth in mag- 
nitude. Only six other banks west of the 
\tlantie seaboard show greater resources 
than the Detroit institution. Its depositors, 
according to a recent report, exceed 165,000 
in number. 


DIVIDENDS DECLARED 


the First National Bank in Detroit has 
declared the regular quarterly dividend of 











Upon the foundation of sixty 
years experience and growth is 


based the present organization of 


The First National 
Bank of Chicago 
and the First Trust 
and Savings Bank 


This experience has developed a 
highly specialized service in both 
banks, applicable to the needs 
of banks and bankers. 


Calls and correspondence are 
invited relative to the facilities 
afforded for the transaction of 
domestic and international finan- 
cial business of every conservative 


character. 


Combined Resources exceed 


$368,000,000.00 


JAMES B. FORGAN, Chairman 
Board of Directors of both banks 


FRANK O. WETMORE 
President 
First National Bank of Chicago 


MELVIN A. TRAYLOR 
President 
First Trust and Savings Bank 


























THE HERITAGE OF 50 YEARS 


Over half a century ago this organization 
undertook to specialize in the Service of 


Bankers. 


ideals. 
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3 per cent. upon its unified stock, and also 
an extra dividend of 3 per cent., payable 
January 2, to stockholders of record at the 
close of business December 24, making a 
total of 15 per cent. for the year. 

During the past three years the First 
National Bank in Detroit has annually paid 
an extra dividend of 2 per cent. in addition 
to its usual 12 per cent. dividend. Because 
of this fact, the directors have decided to 
place the stock on a regular dividend basis 
of 14 per cent. to be paid quarterly in in- 
stallments of 3!, per cent., beginning April 
1, 1924. 

The unified stock of the First National 
Bank group includes the First National 
Bank in Detroit, the Central Savings Bank, 
the First National Company of Detroit and 
the First National Bank Building Company. 

The National Bank of Commerce of De- 
troit has declared the regular quarterly 
dividend of 3 per cent. and an extra divi- 
dend of 2 per cent. payable December 31 
to stockholders of record December 11. 

The directors of the Union Trust Com- 
pany of Chicago have authorized an extra 


The result today is a fine sense of what 
the banker wants, an appreciation of the 
varied needs of various sections, a staff 
of men trained in the school of experience 
and an organization with a heritage of 
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quarterly dividend of 2 per cent. in addi- 
tion to the regular quarterly dividend of 3 
per cent. This brings the total regular divi- 
dend rate for the year up to 16 per cent. 


FIRST NATIONAL BANK OF 
CHICAGO 


The statement of condition of the First 
National Bank of Chicago as of January 
2, 1924, shows resources of $260,549,292, 
capital of $12,500,000, surplus $12,500,000 
and undivided profits of $4,660,828. De- 
posits amount to $215,730,215, as against 
$231,790,794 a year ago, and loans to $158,- 
352,805 as against $146,812,703 a year ago. 

The First Trust and Savings Bank, an af- 
filiated institution, shows resources of $127,- 
792,634, capital stock paid in $6,250,000, sur- 
plus $6,250,000 and total deposits of $106,- 
$803,420. 

The combined operations of the affiliated 
banks show earnings for the year of $3,- 
610,679. The dividends paid amount to 
$2,750,000, leaving surplus earnings for the 
vear of $860,679. 
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Western States 


Comprising North Dakota, South Dakota, Nebraska, Kansas, Montana, 
Wyoming, Colorado, New Mexico and Oklahoma 

















ECONOMIC CONDITIONS IN THE 
WESTERN STATES 


By Samuvuet Sos_anp 


TARTING a new year without optimism 
S is at least not fashionable. The Western 
States are not sorry that this is the case, 
for they have many reasons for optimism 
to a degree entitling them to start 1924 
as fashionably as any other section of the 
United States. If one wants expressions of 
elation over the 1924 situation in the West- 
ern States, one can find reasons for them 
in the winter wheat outlook. One can dwell 
on the evidence of severe trials through 
which the Western States passed in the year 
just closed. As a result of the trials, they 
are stronger, particularly because they are 
now able to produce wheat, cattle, sheep, 
hogs, oil and other products at a lower cost 
than at this time a year ago. According to 
the law of averages, a year of disappoint- 
ments in business is often followed by satis- 
factory experiences, or at least more success- 
ful results. This constitutes another reason 
for optimism. The Western States, how- 
ever, are not blindly optimistic, but are 
facing the new year with determination and 
with a full realization of the world compli- 
cations that confront them. 

The reason for greatest optimism lies in 
the winter wheat outlook. Too much 
emphasis has been placed in general reports 
on the reduced acreage in winter wheat. 
It is true that the area is smaller, but there 
is easily a greater prospect for a harvest 
than at the opening of 1923, when miilions 
of acres of wheat were seeded in excess of 
the present acreage. Winter wheat never 
shows what it will produce exactly from the 
area devoted to it. This winter finds the 
plant strong, with an abundance of moisture; 
a year ago it was weak, not even sprouted 
in places, and seriously lacking in moisture. 
Many venterans say the situation in im- 
portant areas of Kansas is comparable with 
the condition in the winter of 1914-15, when 
the crop that was harvested the following 
Summer was the geratest in the history of 
America. What wheat will bring is, of 


course, a very uncertain question. The 
year just passed was extremely disappoint- 
ing in wheat prices. Russia is returning as 
a grower, and is expected to offer more 
severe competition in world markets in 1924 
than has been possible since pre-war days. 
Still, it should be borne in mind that the 
cost of seeding the reduced area of this 
season was the lowest since the pre-war 
period; that only a cataclysm will force 
a large abandonment of the land now in 
wheat, and that as a result the next harvest 
will be garnered at a low cost. The Western 
States will be prepared to meet world com- 
petition with a better chance to earn a 
profit. Their chances will be improved if, 
as now seems likely, railroad freight rates 
are reduced by the Interstate Commerce 
Commission as a result of the nation-wide 
inquiry it has been conducting into grain 
rates. 

What of the spring wheat states that com- 
pose a portion of the territory designated 
as the Western States? What they will do 
in the matter of seeding is still problemati- 
cal. <A bill is now before Congress to ap- 
propriate $50,000,000 with which to assist in 
diversifying farming in the spring wheat 
areas by giving more attention to live stock 
and to other crops besides wheat. The area 
probably will be reduced unless there is a 
sharp advance in prices between now and 
the date for spring wheat seeding, which 
hardly seems likely without some stimulus 
in the form of an advance in the present 
tariffs against Canadian importations. With 
less spring wheat seeding, the chances of a 
profitable market for winter wheat will, of 
course, be improved. 

In the case of corn and other cereals of 
the feed group there is confidence of an- 
other profitable year, because nowhere in 
the Western States are farmers short of 
sub-soil moisture. As for prices of the 
coarse grains, it is folly to attempt to make 
a guess at this time. Farmers have a habit 
of expecting prices when profitable to 
remain so. They have learned lately, how- 
ever, that it is not safe to count on con- 
tinued high prices for feedstuffs. The live 
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OU walk up the gang-plank at the edge of New 

York—and you are in France! Yes, as com- 
pletely in France as if you were promenading a 
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famous Parisian hotels. 
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truly arrondissements of France. Each has the at- 
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Frangaise. 
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travellers always journey abroad on the French Line. 
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Ample Resources 
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Three Qualities that 


Satisfactory Banking Service 


The Omaha National Bank 


Resources Over $35,000,000.00 
President, WALTER W. HEAD 
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stock industry is a regulator of feed prices; 
in turn, live stock depends on industrial 
conditions. The advocates of diversification 
who would reduce wheat seeding further in 
favor of corn and other feeds have many 
reasons for their program, but should not 
become over-enthusiastic. The last year 
has demonstrated the need of increased feed 
production, but how far to go in providing 
it is a question. The demand is not limit- 
less. The sensational decrease in corn ex- 
ports in 1923 as compared with the clear- 
ances in 1922 shows what happens when 
corn prices advance. 

As feed is so closely related to live stock, 


the advocates of diversification should look ; 


to the live stock outlook. About the most 
favorable point that can be made for it is 
that production costs have been reduced and 
are still being lowered. But freight rates 
on live stock are still high. Living condi- 
tions in cities are such that the cost of 
selling live stock at markets is still high. 
The year just closed was marked by enor- 
mous exports of provisions, but it is not hog 
products but cattle and sheep that are of 
greatest interest to the Western States. Hog 
produc'ion is increasing, reaching the largest 


volume in history during the year. There 
was also large cattle and sheep production, 
but, while price declines were general and 
hogs suffered most, there is disappointment 
among many cattle interests. The sheep- 
men experienced a readjustment in prices, 
but made profits anyway. The experience 
of sheep feeders thus far this winter, how- 
ever, indicates that additional downward 
readjustments are likely in 1924. Cattlemen 
on ranges are more disappointed than the 
feeders on farms, but the latter had hardly 
a fair year. On the ranges there was heavy 
liquidation of cows and young stock to 
assist in liquidating loans, and much range 
land is on sale on account of financial con- 
ditions. This is an aftermath of the over- 
expansion and inflation of the war period. 
Were it possible to imagine the cattle in- 
terests of the West having entered 1923 
with normal conditions, that is, pre-war con- 
ditions in obligations and costs, the past 
year would be looked upon as one of pros- 
perity for cattlemen. But the facts must be 
faced, facts that mean the necessity of the 
liquidation of obligations piled up in various 
ways during the war. The cattle interests 
are more deserving of Government help than 
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any other group, if such a thing as Govern- 
ment help is ever agreed to by Congress 
and the Administration. 

The oil industry suitered in 1923; as the 
year closed prices improved and more hope- 
fulness developed, due to larger export trade 
and a healthier domestic situation. Oil is 
now an extremely important source of 
revenue, and this territory needs better 
markets. Ranking next to oil are the manu- 
facturing interests. Packers had a fair 
year. It was only a fair year in flour 
tilling, but one favorable phase was the 
ability of millers to sell considerable quan- 
tities for export. Despite the fact that wheat 
merchandisers were almost totally unsuc- 
cessful in obtaining an outlet for the raw 
European countries, the year 
ranked high so far as the actual clearances 
of wheat flour are concerned. Holland, 
Germany and other Continental European 
countries bought large quantities of clear 
and straight grade. Restricted foreign sales 
of flour were hardly so much due to prices 
as to the matter of obtaining sufficient 
quantities of the grades which ordinarily 
find an outlet in the European countries. 


grain to 


MOUNT AND ROBERTSON, INC. 
41 Beaver Street, New York City 


Phone Broad 1957 
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In addition to an active business in Europe, 
the West Indies have bought flour on an 
extensive scale from Southwestern and 
Western mills. Activity in other industrial 
lines did not compare favorably with that 
reported in sections not relying to such an 
important degree on the income of farmers 
and stockmen, for the latter were forced 
to economize and their economy was felt 
generally. 

To gain an idea of what influence the 
Western States exert over the country, the 
lumber industry is well worth a brief survey. 
Demand for lumber has decreased in cities. 
Apparently the peak of the activity in build- 
ing has been passed. Lumber interests who 
hold this view believe that perhaps farmers, 
who have been very slow buyers, will now 
make up for the smaller city trade. So far 
as farmers are concerned, there is no doubt 
but that they need more buildings to add to 
their comforts, but there will be no wave 
of building on farms until the position of 
farmers economically changes for the better. 
The Department of Agriculture tells farm- 
ers not to look for larger markets in 
Europe; industrial conditions tell farmers 
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an abnormal producing situation. This, the 
year 1923 demonstrated to the satisfaction 
of some of the cotton growers of the West- 
ern States, but this is not generally the 
prospect. The conclusion, then, is that if 
lumber interests want a larger farm business 
their prices will have to reach a level en- 
couraging to farm buying. As more de- 
pendence is placed on farmers to sustain 
markets, there is more likelihood that their 
influence toward establishing a parity of 
prices between farms and cities will increase. 

Financially, no important changes have 
occurred in the past year, but on the whole 
there was improvement. The banking situa- 
tion is somewhat better than a year ago. 
Farmers borrowed less on mortgages. There 
were additional country bank failures, which 
seemed to occur rather frequently, but the 
number was not great compared with the 
aggregate of country banks. Some hoarding 
of money by farmers developed on account 
of failures, but not on a large scale. There 
was also a tendency to increase bond buy- 
ing on account of the country bank situa- 
tion in places. What is very important is that 
bankers felt greater economy among farm- 
ers. Expenses were made to fit income 
more generally. This is constructive for the 
future, because it means that farmers and 
stockmen put themselves in a position to 
pay off more debts and to add to savings. 
This will be felt in 1924. If crop prospects 
are maintained and if markets average on 
the whole as in the past year, the banks of 
the Western States should be able to show 
decidedly greater improvement within the 
next twelvemonth. It is not expected that 
political creations, such as lending under 
Federal political bills with 
visionary schemes, will aid in effecting im- 


auspices or 


provement, but that nature’s co-operation 
coupled with thrift and industry will lead 
the Western States to a more prosperous 
era. 


& 
CONVENTION DATES 


Oklahoma—at Sulphur, May 27-28 
South Dakota—at Huron, June 17-18 


i 
not to count on any great expansion in 
domestic demand for their products; so it 
is difficult to expect farm prices to rise. 
In the case of cotton prices rose owing to 
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Pacific States 


Comprising Washington, Oregon, California, Idaho, Utah, Nevada, 
Arizona and Alaska 























ECONOMIC CONDITIONS IN THE 
PACIFIC STATES 


By Rosert J. Sevirz 


HE Pacifiic region finds itself entering 

upon the new year in an excellent state 
of economic health. With a year behind that 
has been marked as a record year in many 
lines of economic activity, and well above the 
average in all lines, the outlook for 1924 
is indeed promising. Except in isolated 
cases, in all lines of endeavor a most suc- 
cessful year has just been closed, and 
farmers, business men, bankers, and pro- 
ducers all over the region are setting them- 
selves to build further records in 1924 on 
the achievements of the past. 

It is noticeable that the autumnal 
activity in all lines of trade in 1923 was 
greater than in the summer months just 
preceding, and surely large enough to war- 
rant the statement that the increase over 
the summer activity was greater than sea- 
sonal. There are no obstacles in sight on 
the horizon at present, and with production 
keeping pace with trade, industries gen- 
erally far behind in orders and plants run- 
ning at capacity, livestock growers reporting 
their stock and ranges in excellent condition 
and increased herds and flocks in prospect, 
farmers with good profits in the banks as a 
result of the 1923 yields and larger crops in 
prospect for 1924, and banks reporting 
plenty of available credit at uniformly low 
rates of interest, authorities are sounding a 
most encouraging note of hope for the com- 
ing vear. 

According to the latest figures available, 
the 1924 yields of practically every one of 
the usually profitable crops of the region 
Were most satisfactory and the prices re- 
ceived have been generally high enough to 
permit the growers to realize a nice profit 
from the year’s operations. ‘The Federal 
Reserve agent at San Francisco has given 


out the information that the wheat crop of 
the states comprising the twelfth Federal 
Reserve district has been finally estimated at 
141,332,000 bushels. ‘This is as compared 


with 99.277,000 bushels produced in 1922, 


and establishes a new high record for the 
district. It has also been estimated, how- 
ever, that not more than 50 per cent. of the 
crop had passed out of the producers’ hands 
by November 1, most of them seeming re- 
luctant to sell because of the sluggish 
market. The only urgent demand for the 
wheat and flour produced in this region has 
come from China and Japan, and this trade 
has absorbed only a small percentage of the 
total crop. Japan’s demand for wheat and 
flour increased over 50 per cent. in the first 
quarter of the 1923-1924 season as com- 
pared with last year, however, and China’s 
demand was 100 per cent. greater. 

In most of the field crops, yields over the 
region have generally been up to expecta- 
tions and early estimates. The bean crop of 
California and Idaho, the two principal pro- 
ducing states, has been placed at 3,776,000 
bushels. This is about 50 per cent. greater 
than the 1922 yield. Sugar beets were 
generally all harvested by November 15 
and growers everywhere report an excellent 
crop. Whether or not the growers will re- 
ceive returns to compare with previous 
seasons depends on the price of sugar in 
the open market during the winter months. 
During November beet sugar was selling in 
the San Francisco market for about $9.00 
per hundred, about 20 per cent. above the 
1922 price, and everyone connected with the 
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sugar beet industry is enthusiastic over this 
year’s production. 

The production of cotton in California and 
Arizona, which grows more important from 
year to year, has been placed at 124,000 bales 
for 1923. This is as compared with about 
70,000 bales produced in 1922. With prices 
of medium and short staple cottons, which 
comprise over 70 per cent. of the district’s 
yield, at higher levels than at any time since 
1920, growers have had a most gratifying 
season, and plan on expansion in their yields 
for the coming year. 

Figures for the 1922-1923 citrus fruit 
season which closed November 1, and which 
are now available, show that California, to 
which the industry is largely confined, 
shipped 50,868 cars of oranges and 8740 cars 
of lemons. These figures are as compared 
with 29,591 cars of oranges and 9926 cars 
of lemons in the same season a year ago. 
Average returns to members of the fruit 
growers exchanges have been estimated at 
$2.71 a box for oranges and $4.85 a box for 
lemons, the figures for oranges being slightly 
lower than the figures for the previous sea- 
son, and those for the lemons slightly higher. 
The oncoming crop of oranges has been esti- 
mated at 22,500,000 cases by the United 
States Department of Agriculture, a yield 
approximately the same as for some years 
past. The lemon crop coming on indicates 
that it will be the largest ever recorded, 
probably exceeding by 5,000,000 cases the 
yield of 1921-1922. 

The apple crop of the district had been 
pretty generally fully harvested by Novem- 
ber and the yield in California, Idaho, 
Oregon and Washington totals 41,025,000 
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boxes (bushels). This is the largest crop 
on record, but with all apple growing sec- 
tions of the country producing heavily this 
year, the market has been weak and prices 
have been only fair. The grape crop of 
California was larger by a small margin 
than in 1922, totaling approximately 50,000 
cars. This in spite of a poor growing 
season. Transportation for the movement 
of all crops has proved uniformly adequate, 
and this factor coupled with excellent 
weather conditions prevailing over the whole 
region during the harvesting season, has 
enabled most growers to get their yields to 
market easily, even though some have had 
to take prices below those prevailing in 
years past. 

Building operations in the district con- 
tinue unabated, and with the building now in 
prospect evidenced by the building permits 
being issued all over the Pacific region, 
there should be plenty of work for all classes 
of construction labor for many months to 
come. In fact very little unemployment in 
any line is looked for in this region this 
winter. The surplus of labor that will be 
created when the fall crops are all in will 
be quickly absorbed in the metropolitan and 
industrial centers, where plants are running 
at capacity and all sorts of building con- 
tinues at an astonishing rate. The twelfth 
Federal Reserve agent has reported that 
in the states comprising his district new 
records as regards the number of building 
permits issued were set up in October. The 
total amount involved was a little below that 
of previous record months of this year, how- 
ever. 
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Dominion of Canada 


Nova Scotia, New Brunswick, Quebec, Ontario, Manitoba, Saskatche- 
wan, Alberta, British Columbia, Newfoundland, Prince Edward 
Island and Yukon 























ECONOMIC CONDITIONS IN CANADA 
By J. W. Tyson 


peop business reports continue to be 
of an encouraging character, there is 
not that improvement in trade and com- 
merce which had been anticipated in view 
of the country’s enormous crop and the in- 
dustrial expansion in the United States 
which Canada thus far has not generally 
shared. A western wheat crop of 500,000,- 
000 bushels is now talked of on the authority 
of Hon. T. A. Low, Minister of Trade and 
Commerce, which would put the country’s 
farm yield far above any previous record, 
with field crops valued at over $1,000,000,- 
000 and the total for all natural products at 
$2,480,000,000, an increase of $310,000,000 
over the previous year. Ottawa reports an 
increase of over $350,000,000 in trade for 
There is no 


the year ending with October. 
unemployment to speak of and immigration 
figures show a larger influx. There has been 
a stronger market for pig iron and a better 


sentiment in investment circles. Prices for 
farm products have held remarkably well 
in view of the volume of grain being mar- 
keted. Payments of bond interest and divi- 
dends in December will amount to $38,300,- 
000, an increase of nearly $5,000,000 over 
December last year. The volume of freight 
moved in Canada in October was the largest 
in any month during the last two years, this 
being due to the heavy grain movement. 

In the face of all these favorable develop- 
ments business is not responding as hoped 
for and anticipated. Business men and 
financiers are coming to the conclusion that 
excessive taxation on individuals and on 
business is an important factor in the situa- 
tion. The effect on wealth-producing, 
labor-employing industries is illustrated in 
the statement of V. J. Hughes, president of 
Canada Iron Foundries, in the company’s 
annual statement. “Dominion, provincial 
and municipal taxation was a serious charge 
on profits, the amount for which your com- 
uany became liable in direct taxes during the 
year being over 23 per cent. of its profits.” 
One of Canada’s outstanding business lead- 


ers, in commenting on the situation, declares 
that the so-called success of the recent 
Dominion Loan was one of the most discour- 
aging indications he had seen in the business 
outlook. “Easy borrowing from our own 
people means easy spending by govern- 
ernments,” he continued, “and it also means 
that a government loan is considered more 
satisfactory than the support of Canadian 
industrial enterprises, because of the uncer- 
tainty of the latter’s future.” 

Both the president and the general man- 
ager of the Bank of Montreal at the annual 
meeting emphasized the necessity of lower 
taxation as a preliminary to improved con- 
ditions. Sir Vincent Meredith stated that 
he had no apology to make for discussing the 
imperativeness of moderating public taxa- 
tion in order to lighten the load pressing 
upon business and deterring the develop- 
ment of resources. He declared that the 
margin of profit in all business was seri- 
ously curtailed by the accumulation of 
taxes, a condition that was retarding enter- 
prise and discouraging thrift. Sir Fred- 
erick Williams Taylor pointed out that for 
the moment Canada was handicapped in 
three respects—the high cost of living, high 
taxation and a lack of adequate population. 
He emphasized that the economical conduct 
of our personal and public affairs was im- 
perative in bringing about real prosperity. 

It is estimated that Canadians pay about 
$900,000,000 a year in taxes to the Dominion 
government and to the provincial and 
municipal governments of the country. The 
national income may be figured at about 
$5,500,000,000 from all sources, and this 
means that about one-sixth of the income of 
Canadian people goes back to the taxing 
bodies of the country. The taxation situa- 
tion has been particularly brought to the 
attention of the business community by the 
proposals of Secretary Mellon for a reduc- 
tion of the taxes, including the surtaxes, 
in the United States. It is pointed out that 
if American business is relieved to the extent 
proposed it will prove a further handicap 
to industry in Canada and, as Ottawa gives 
no prospect for showing a budget surplus 
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in keeping with that of Secretary Mellon, 
the prospects for reduced taxation are not 
regarded as bright. Public bodies throughout 
the country, including boards of trade, the 
Canadian Manufacturers Association and, in 
some communities, organized labor, are 
taking an active interest in taxation matters. 
The defeat of a very large proportion of 
the money by-laws at the recent municipal 
elections is indicative of a changed attitude 
on the part of the ratepayers towards money 
by-laws. 

Public confidence in the situation has also 
been disturbed to some extent by the failure 
of the Home Bank. This was referred to 
indirectly at the annual meeting of the Im- 
perial Bank by the president, Peleg 
Howland, who declared that it was essential 
that the confidence of the public in the 
banks be restored. Further, Mr. Howland 
said that “if it can be restored by some 
system of government audit or inspection 
without the assumption of too much re- 
sponsibility by government officials, we will 


welcome it.” 


BANK OF MONTREAL. 


Judged as a barometer of business and 
financial movements in Canada, the annual 
report of the Bank of Montreal, Montreal, 
indicates slight contraction in commercial 
activity from a year ago, and also seems 
to reflect to some degree the nervousness of 
a large section of the general public. The 
profits of the bank were smaller than a year 
ago, and there were expected reductions in 
savings deposits and commercial loans. This 
had a tendency also to reduce total assets 
of the bank. 

But as earnings on the capital stock out- 
standing amounted to 16.5 per cent., or 
about 8.15 per cent. on the combined capital, 
reserve, and surplus, as compared with divi- 
dends and bonuses paid of 14 per cent., the 
year’s results must be considered as main- 
taining the excellent record of the bank, 

Total assets stand at $692,382,109, a de- 
cidedly impressive figure, but one that fails 
to touch the seven hundred million mark that 
was passed last year in the acquisition of the 
Merchants Bank. 


IMPERIAL 


Well maintained earnings and an im- 
provement in position as regards immediate- 
ly available liquid assets in the face of a 
of current some re- 


BANK OF CANADA 


curtailment loans and 


THE BANKERS MAGAZINE 


duction in deposits are shown in the annual 
statement of the Imperial Bank of C inada, 
Toronto, for the year ending October 31. 

The balance sheet shows that by increasing 
investments in government securities by 
nearly $2,500,000 the immediately available 
liquid assets were considerably strengthened. 
Some comparative figures follow: 


ASSETS 
1923 1922 
Immediately available 
liquid assets . 
Other assets 


$ 40,422,155 $ 38,874,903 

78,258,400 80,825,667 

$118,680,555 $119,700,570 
LIABILITIES 


7,000,000 $ 
7,500,000 


Total 


assets 


Capital pubes $ 7,000,000 


Reserve 7,500,000 
Dividends 282 245,000 
Balance 1,033,833 ,006,931 
Other liabilities 102,864,125 103,948,639 


Total liabilities -...........$118,680,555 $119,700,570 


THE BANK OF TORONTO 

The annual report of the Bank of Toronto, 
head office Toronto, for the year ending 
November 30, 1923, shows profits for the 
year, $984,669, equal to 19.69 per cent. on 
paid-up capital, an increase of $105,907 over 
the previous year. With $1,061,242 carried 
forward from 1922, a total of $2,045,911 is 
available for distribution. 

Dividends of 12 per cent., amounting to 
$600,000, were paid; $100,000 was reserved 
for Dominion Government taxes, $25,000 
transferred to officers’ pension fund and 
$150,000 written off bank premises, leaving 
the sum of $1,170,911 to be carried in profit 
and loss account, an increase of $109,670 
for the year. The rest and undivided profits 
now amount to $7,170,911, with paid-up cap- 
ital of $5,000,000. 

The immediately available assets, $47,097,- 
140, show an increase of $6,344,608 and are 
equal to 53.58 per cent. of liabilities to the 
public, as against 49.46 per cent. in 1922, 
representing a very strong liquid position. 

Loans investments in securities ag- 
gregate $75,872,235. Of this total, securi- 
ties amount to $20,709,953, an increase of 
$6,035,983, call loans $6,478,696, a reduction 
of $1,127,505, and commercial loans $48,683,- 
586, decreased $866,789 for the vear. 

Bank premises show a net reduction of 
$44,117. 

Total assets are now $100,081,466, an In- 
crease of $5,625,224 for the vear. 

Notes in circulation stand at $7,377,853, 
an increase of $482,680, and deposits, $74,- 
$75,034, are up $1,196,277 over the previous 
vear. 


and 
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TALKS ON “THE MEMORY OF BUSINESS”—LEDGER-PAPERS 





ee — 


| BUY SPEED, |, 


You wanted speed. So, you installed machine 
bookkeeping. Did youalso install the rightledger- 
paper? 

Cheap ledger-papers go dog-eared under thumb- 
ing. Feed inaccurately. Give bad alignments. 
Again, they tear under yanking. If perforated, 
they rip. 

On damp days, the machine curls cheap ledgers. 
They belly in the file. Lose position. 


To get the full speed-economy out of machine 
bookkeeping, use the strongest, finest ledger- 
paper. That, to most people, means Brown's 
Linen Ledger. Made from all-white rags. Not 
weakened by bleaching chemicals. The world 
standard for 73 years. See that it is specified by 
name. 


Write for i Also makers 
Sample Books of of Advance Bond 
Brown’s Papers the high-grade 
Watermarked business paper 


BROwWN’s LINEN LEDGER PAPERS 


























Entrance to main banking room of the Seaboard National Bank, New York 


HE dignified and imposing stairway 

which leads from the street entrance 
to the main banking room of the Sea- 
board National Bank. The view of the 
lobby and mezzanine from the stairway 
creates a very pleasing impression on 
the visitor. 


ALFRED C. BOSSOM 


BANK ARCHITECT § EQVIPMENT ENGINEER 
680 FIFTH AVENVE, NEW YORK 
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New Building of the Oak Park Trust and Savings Bank, Oak Park, III. 


The New Building of the Oak Park Trust 
and Savings Bank 


HE new building recently com- 

pleted for the Oak Park Trust and 

Savings Bank in Oak Park, IlIli- 
nois, by Hoggson Brothers of New 
York and Chicago, is an illustration of 
the highest standards of modern bank- 
ing practice. 

The arrangement of the second and 
third stories provides at once a two- 
storied banking room and a floor and a 
half of offices. The revenue from these 
offices will result in the bank’s having 
to charge itself only 50 per cent. of 
the equivalent rental rate in the district 
for their 12,000 square feet of floor 
space in a building which has all the ad- 
vantages of an individual structure in 
both appearance and use. 

The entrance to the banking room is 
on the narrow end of the building on 
Lake street, through a vestibule ap- 
proximately twelve feet square. This 


in turn opens into a public space 
twenty-three feet wide and ninety-six 
feet long. The public space has a 
marble block floor, marble check desks, 
all marble screen with plate glass 
panels, bronze wickets and grilles. On 
the left as you enter is the officers’ 
space, and opening from this the presi- 
dent’s office, officers’ toilet and coat 
room, and the conference room. Con- 
tinuing on the left are the cages for 
notes and collections, paying and re- 
ceiving tellers, and reserve wickets for 
future expansion. On the right as you 
enter, there is a marble staircase leading 
to the safe deposit department in the 
basement. Continuing on the right is 
the ladies’ department with a rest room 
and toilet, trust department, bonds, 
children’s alcove and savings with- 
drawals. 

At the rear of the public space facing 
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main banking room, Oak Park Trust and Savings Bank, Oak Park, II! 
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